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FOREWORD 


$$ 1-2 and 1-3, REVISED LAWS OF. HAWAII 1955, PROVIDE AS FOLLOWS: 


"$ 1-2. Publishing of session laws. As soon as possible after the close of each 
session of the legislature, the Secretary of the Territory or any other officer or 
employee of the Territory designated by the governor shall cause all laws duly 
enacted at such session to be printed, indexed and bound in book form, first the 
bills and then joint resolutions, in the order of their becoming law. 


*$ 1-3. Certain laws not obligatory until published. No written law, unless 
otherwise specifically provided by legislative enactment, except general or special 
appropriation acts, loan fund acts, pension acts and franchise acts, shall be obliga- 
tory without first being printed and made public. General or special appropriation 
acts, loan fund acts, pension acts and franchise acts whether affecting territorial 
funds or the funds of county or other municipal subdivisions or commissions, shall 
become operative according to their respective terms merely by being passed and 
approved in the manner provided by sections 44 to 54, inclusive, of the Organic 
Act without the necessity of any other promulgation than the ultimate inclusion 
thereof in the bound volume of respective session laws as provided in section 69 
of the Organic Act." 


CERTIFICATE 


TERRITORY OF HAWAII 
Office of the Secretary 


I, Edward E. Johnston, Secretary of the Territory of Hawaii, do 
hereby certify that the printed Acts set forth herein are true and correct 
copies of the original Acts enacted by the Twenty-ninth Legislature of 
the Territory of Hawaii at its special session of 1957, which was convened 
in Honolulu on Tuesday, the twenty-eighth day of May, 1957, and 
adjourned sine die on Saturday, the eighth day of June, 1957; that all 
such Acts, except as otherwise specifically noted, were approved by the 
Governor of Hawaii in accordance with the provisions of the Organic Act. 


IN WITNESS WHEREOF, I have hereunto set my hand and affixed 
the Great Seal of the Territory of Hawaii on the 27th day of January, 
1959. 


Secretary of Hawaii 
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ACT 1 


An Act Relating to Taxation: Amending Title 16 and Chapters 143, 178, 
and 181 of the Revised Laws of Hawaii 1955, That is, Amending 
Chapters 116, 117, 118, and 119, Repealing Chapter 120, Amending 
Chapters 121, 122, 124, 125 and 126, Amending Chapter 127 so as to 
Impose a Franchise Tax and Expand the Scope of the Chapter, 
Amending Chapters 128 and 129, Amending Section 143-21 of Chapter 
143 and Section 178-38 of Chapter 178, and Amending Sections 181- 
312, 181-313, 181-315 and 181-333 of Chapter 181 and Adding Thereto 
Section 181-316; Also Allowing an Increase in Certain Charges 
Limited by Law in View of the Taxes Hereby Imposed and Making 
an Appropriation for the Administration of This Act. 


Be it Enacted by the Legislature of the Territory of Hawaii: 


SECTION 1. Chapter 120 of the Revised Laws of Hawaii 1955 is 
hereby repealed. 

SECTION 2. Chapter 121 of the Revised Laws of Hawaii 1955 is 
hereby amended to read as follows: 


“CHAPTER 121. INCOME TAX LAW 
PARTI: GENERAL PROVISIONS 


Sec. 121-1. Definitions. ‘Blind’ means and refers to a person who 
has vision in the better eye, with corrective glasses, of less than 
twenty two-hundredths or a disqualifying field defect sufficient to 
incapacitate him or her for self-support, so long as his sight is so 
impaired. The impairment of sight shall be certified to by the terri- 
torial board of health or by any territorial, county or city and county 
medical officer duly authorized by the territorial board of health 
for this purpose, on the basis of a written report on an examination 


ACT 1 1957 TAX ACT 


performed by a qualified ophthalmologist or qualified optometrist 
duly authorized by the territorial board of health. 


‘Corporation’ means the same as in the Internal Revenue Code. 
A ‘domestic corporation’ is one organized under the laws of the 
Territory. A ‘foreign corporation’ is any other corporation. 


‘Dividend’ means any distribution by a corporation to its share- 
holders or holders of an interest therein which is treated as a 
dividend by the Internal Revenue Code. 


‘Fiduciary’ means the same as in the Internal Revenue Code. 
‘Fiscal year’ means the same as in the Internal Revenue Code. 


‘Individual’ means a person other than a trust, estate, partner- 
ship or corporation, as defined. 


‘Internal Revenue Code’ means the Internal Revenue Code of 
1954, as amended as of the date of enactment of the Income Tax 
Law of 1957, as it applies to the determination of gross income, 
adjusted gross income and taxable income, except those provisions 
of the Internal Revenue Code which pursuant to the provisions of 
this chapter do not apply. Subsequent amendments to the code 
shall not be operative for the purposes of this chapter. 


‘Gross income’, ‘adjusted gross income’ and ‘taxable income’ 
respectively mean the same as gross income, adjusted gross income 
and taxable income as defined and determined under the Internal 
Revenue Code, except as otherwise provided in this chapter. 


‘Income tax law of 1901’ means the income tax law enacted by 
Act 20 of the Session Laws of 1901 as it read from time to time prior 
to the enactment of the income tax law of 1932. 


‘Income tax law of 1932’ means the income tax law enacted by 
Act 44 of the Second Special Session Laws of 1932, as it read from 
time to time prior to the enactment of the income tax law of 1957. 


‘Income tax law of 1957’ means the income tax law enacted by 
the Twenty-Ninth Legislature, as it reads from time to time. 


‘Includes’ and ‘including’ when used in a definition shall not be 
deemed to exclude other things otherwise within the meaning of the 
term defined. 


‘Non-resident’ means every individual other than a resident. 


‘Non-resident estate’ or ‘non-resident trust’ means one other 
than resident. 


‘Partnership’ has the meaning explained in section 121-15. 

‘Person’ includes an individual, a trust, estate, partnership, 
association, company or corporation. 

‘Regulated investment company’ means a corporation which 
qualifies as such under sections 851 and 852 of the Internal 
Revenue Code. 


“Resident means (a) every individual domiciled in the Terri- 
tory, and (b) every other individual whether domiciled in the 
Territory or not, who resides in the Territory. To ‘reside’ in the 
Territory means to be in the Territory for other than a temporary 
or transitory purpose. Every individual who is in the Territory 
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more than two hundred days of the taxable year in the aggregate 
shall be presumed to be a resident of the Territory. This pre- 
sumption may be overcome by evidence satisfactory to the 
commissioner that the individual maintains a permanent place of 
abode outside of the Territory and is in the Territory for a tempo- 
rary or transitory purpose. No person shall be deemed to have 
gained or lost a residence simply because of his presence or 
absence in compliance with military or naval orders of the United 
States, or while engaged in aviation or navigation or while a 
student at any institution of learning. 


‘Resident estate’ means an estate of a resident decedent the 
fiduciary of which was appointed by a court of this Territory and 
the administration of which is carried on in this Territory, and 
‘resident trust’ means a trust of which the fiduciary is a resident 
of the Territory or the administration of which is carried on in the 
Territory. 

‘Taxable year’ means the calendar year or the fiscal year end- 
ing during such calendar year upon the basis of which income is 
computed under this chapter. “Taxable year’ includes, in the case 
of a return made for a fractional part of a year under the provisions 
of this chapter or under regulations prescribed by the commis- 
sioner, the period for which such return is made, and in cases 
where the commissioner terminates the taxable year in accordance 
with the provisions of section 115-29 and levies a jeopardy assess- 
ment on income for such portion or period of a year under the 
provisions of section 121-43, then the period or portion of the year 
for which the jeopardy assessment is made. 


‘Taxpayer’ means a person subject to a tax imposed by this 
chapter. 

‘Trade or business’ includes the performance of the functions 
of a public office. 

‘Uniformed services of the United States’ means the Army, 
Navy, Air Force, Marine Corps, Coast Guard, Coast and Geodetic 
Survey, and Public Health Service, and all regular and reserve 
components thereof, including the National Guard. The term 
‘uniformed services of the United States’ applies only to persons 
who are deemed members thereof under the laws of the United 
States relating to pay and allowances. Service as a member of the 
uniformed services includes inactive duty training. 

‘Without regard to source in the Territory’ means that it is not 
material whether the source is within or without the Territory. 


Sec. 121-2. Legislative intent, how Internal Revenue Code 
shall apply, in general. 


(a) It is the intent of this chapter, in addition to the essential 
purpose of raising revenue, to conform the income tax law of the 
Territory as closely as may be with the Internal Revenue Code in 
order to simplify the filing of returns and minimize the taxpayer's 
burdens in complying with the income tax law. The rules and 
regulations, forms and procedures adopted and established under 
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this chapter shall conform as nearly as possible, and unless there 
is good reason to the contrary, to the rules and regulations, forms 
and procedures adopted and established under the Internal 
Revenue Code. 

(b) The Internal Revenue Code, so far as made applicable by 
this chapter, is a statute adopted and incorporated by reference. 
Whenever, in the Internal Revenue Code, the words ‘Secretary or 
his delegate’, or words of like import are used, such words shall be 
deemed to mean the commissioner and his duly authorized sub- 
ordinates, and the words ‘estate taxes’ shall be deemed to mean 
the inheritance and estate taxes imposed by chapter 122. 


(c) Where, under a provision of the Internal Revenue Code 
made applicable by this chapter, the allowance or disallowance to 
a taxpayer of a deduction, exclusion, adjustment, credit, or exemp- 
tion is dependent on whether, under the Internal Revenue Code 
or a prior applicable federal income tax law, the following was or 
was not, is or is not, in relation to the same taxpayer or another 
taxpayer, for the same taxable year or a prior taxable year, an 
operative factor: the imposition or payment of an income tax, an 
inclusion in gross income, an exclusion from gross income, or a 
deduction from gross income—the allowance or disallowance 
under this chapter of such deduction, exclusion, adjustment, 
credit or exemption shall depend on the operativeness of such 
factor or factors under this chapter or a prior applicable income 
tax law of the Territory. This subsection shall govern the applica- 
tion of such sections of the Internal Revenue Code as, for example, 
sections 111, 164 (d) (2) (C), 215, 668 (b) and 7852 (c) and all 
matters of a similar nature. 

(d) Whenever, in a taxable year of a corporation or its share- 
holders not governed by the income tax law of 1957, a distri- 
bution of money, stock, securities, or other property (whether in 
complete or partial liquidation or otherwise) has been made by 
a corporation to shareholders owning such shares in the Territory, 
or stock, securities or other property has been transferred to a 
corporation, or corporate stock or securities exchanged, in the 
course of a corporate organization or reorganization effected 
under the laws of the Territory, in the application of the income 
tax law of 1957 effect shall be given to the recognition of income 
by the income tax laws of 1901 and 1932, if any, to the extent 
necessary to avoid double taxation, for example, in determining 
the earnings and profits of any corporation involved or the basis 
of any stock, securities or other property so received, transferred, 
or exchanged. No increase in basis shall be allowed on account of 
such events in taxable years not governed by the income tax law 
of 1957, except as provided by this paragraph. As used in this 
paragraph the words ‘double taxation’ mean and refer to double 
taxation of the same taxpayer, or taxation of both a corporation 
and its shareholders when the taxation of both would not have 
occurred had the income tax law of 1957 governed prior taxable 
years. 

(e) In the determination of the basis or adjusted basis of any 
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stock, securities or other property: (1) if such property was 
acquired by an exchange (including an involuntary conversion 
or the sale of an old residence and purchase of a new residence 
where both occur within a one-year period) the ‘cost’ thereof to 
the taxpayer shall be deemed to include among other things, any 
income of the taxpayer recognized by the income tax laws of 1901 
and 1932 as a result of the exchange; (2) if such basis is dependent 
upon acquisition from a decedent, the property shall be deemed to 
have been acquired from a decedent if deemed so acquired for the 
purposes of chapter 122 but not otherwise, and the residence or 
non-residence of the decedent, the location of the property, and the 
provisions of chapter 122 as it read at the time of the acquisition 
shall be considered ; (3) if such basis is dependent upon deductions, 
exclusions, or exemptions taken or allowable, under the Internal 
Revenue Code or a prior applicable federal income tax law, in a 
prior year, it shall depend upon deductions, exclusions or exemp- 
tions taken or allowable under the provisions of the income tax 
law of the Territory governing such prior year; (4) if such basis is 
dependent upon the election provided for by section 307, Internal 
Revenue Code, it shall be governed by the election actually made 
under the Internal Revenue Code for the taxable year, whether or 
not said taxable year was governed by the income tax law of 1957. 


Sec. 121-3. Income taxes by the Territory; residents, non- 
residents, corporations, estates and trusts. (a) The tax imposed 
by this chapter applies to the entire income of a resident, computed 
without regard to source in the Territory; provided, that in the 
case of an individual who takes up residence in the Territory 
after attaining the age of sixty-five years the tax imposed by this 
chapter applies to the income received or derived from property 
owned, personal services performed, trade or business carried on, 
and any and every other source in the Territory. 


(b) In the case of a non-resident, the tax applies to the income 
received or derived from property owned, personal services per- 
formed, trade or business carried on, and any and every other 
source in the Territory. 

(c) When the status of a taxpayer changes during the taxable 
year from resident to non-resident, or from non-resident to 
resident, there shall be attributed to the Territory such portion of 
the income dependent upon the residence of the taxpayer as is 
determined by applying to such income for the whole taxable year 
the ratio which the period of residence in the Territory bears to 
the whole taxable year, unless the taxpayer shall show to the 
satisfaction of the commissioner that the result is to attribute to 
the Territory income, dependent upon residence, received or 
derived during the period of non-residence, in which event the 
amount of income as to which such showing is made shall be 
excluded. 

(d) A corporation, foreign or domestic, is taxable upon the 
income received or derived from property owned, trade or business 
carried on, and any and every other source in the Territory. In 
addition thereto a domestic corporation is taxable upon its income 
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from property owned, trade or business carried on, and any and 
every other source outside the Territory, unless subjected to 
income tax thereon in any other jurisdiction. Subjection to federal 
tax does not constitute subjection to income tax in another juris- 
diction. 

(e) (1) The income of a resident estate or trust shall be com- 
puted without regard to source in the Territory. The income of a 
non-resident estate or trust shall be that received or derived from 
sources in the Territory. 

(2) A beneficiary of an estate or trust, or person treated as 
the owner of any portion of a trust, who is taxable upon income 
thereof under the Internal Revenue Code, shall be taxed thereon 
as herein provided, irrespective of the taxability of the estate or 
trust or whether it is required to make a fiduciary return under 
this chapter. If all such income consists of income which would 
be taxable under this chapter if received directly by such bene- 
ficiary or person, he shall be taxed upon all of it. If some of it con- 
sists of income which would not be taxable if received directly by 
such beneficiary or person, then unless the trust instrument pro- 
vides otherwise the income of each such beneficiary or person shall 
be conclusively presumed to have been received or derived out of 
each class of income of the estate or trust, and he shall be taxed 
upon such part of it as would be taxable if received directly by him. 


(3) Each estate or trust shall include in its return all of the 
information necessary to determine the taxability of the income 
of the estate or trust, regardless of source. Only in the case of a 
non-resident estate or trust of which all the beneficiaries are non- 
residents and no part of which is treated as owned by a resident 
shall the return be confined to income from sources in the Terri- 
tory. The provisions of this paragraph shall not cause income to 
be taxed to an estate or trust that otherwise would not have been 
so taxed. 

Sec. 121-4. Allocation of income of persons not taxable upon 
entire income. This section applies to persons who are not required 
to include in their returns their entire income from every source 
whether within or without the Territory. 

(a) Income (including gains), also losses, from property 
owned in the Territory and from any other source in the Territory 
shall be determined by an allocation and separate accounting so 
far as practicable. Losses from property owned outside the Terri- 
tory and from other sources outside the Territory shall not be 
deducted. 

(b) Deductions connected with income taxable under this 
chapter shall be allowed, but deductions connected with income 
not taxable under this chapter shall not be allowed. Deductions 
from adjusted gross income that are not connected with particular 
property or income, such as medical expenses, shall be allowed 
only to the extent of the ratio of the adjusted gross income attrib- 
uted to this Territory to the entire adjusted gross income computed 
without regard to source in the Territory. 
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(c) (1) Income or loss from a trade or business carried on in 
the Territory shall be attributed to the Territory. Every person 
shall be deemed to be carrying on a trade or business in the Terri- 
tory if his income therefrom is subject to the taxing jurisdiction of 
this Territory by reason of his engaging in activities in this Terri- 
tory, or causing transactions to be conducted in this Territory, with 
the object of gain, profit, or economic benefit, whether or not such 
activities or transactions are in or connected with interstate or 
foreign commerce. 

(2) Where a person’s trade or business is carried on both 
within and without the Territory, the portion of the income 
attributable to the Territory shall, so far as practicable, be deter- 
mined by an allocation and separate accounting, whenever the 
person’s trade or business within the Territory is not an integral 
part of a unitary business conducted within and without the Terri- 
tory; provided, that the commissioner may permit an allocation 
and separate accounting whenever he is satisfied that the use of 
such method will properly reflect the income taxable by this 
Territory. 

(3) In all cases in which, as to all or a part of a person's income, 
allocation and separate accounting is not permissible, such income 
shall be apportioned to this Territory on the basis of the ratio 
obtained by taking the arithmetical average of the ratios prescribed 
in subsection (d). 

(d) (1) If à person's principal business in this Territory is 
producing or manufacturing tangible personal property, including 
without limitation the business of fishing, or raising or producing 
agricultural, animal, poultry or natural resource products, or can- 
ning, packing, milling, preserving, and other forms of compound- 
ing, processing or preparing commodities for sale or use, the 
ratios used shall be: (1) the ratio of the value of the tangible prop- 
erty (real, personal and mixed, inclusive of leasehold interests) 
owned by him in this Territory on the last day of the taxable year 
in connection with such trade or business, exclusive of property 
the income of which is separately allocated, to the total of such 
property everywhere (hereinafter called the property ratio) ; and 
(ii) the ratio of the wages, salaries, commissions and other compen- 
sation of his employees for services performed in this Territory, 
exclusive of services in connection with business the income of 
which is separately allocated, to the total of such compensation for 
employees’ services everywhere (hereinafter called the payroll 
ratio). 

(2) If paragraph (1) does not apply and a person's principal 
business in this Territory is selling tangible personal property, 
the ratios used shall be the property ratio, the payroll ratio, and 
the ratio of gross sales attributable to this Territory to the total 
of gross sales everywhere. There shall be attributed to this 
Territory all sales of such tangible personal property (i) delivered 
to a purchaser at a point within this Territory, or (ii) shipped to a 
purchaser at a point within this Territory, or (iii) delivered to a 
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purchaser at a point outside this Territory or shipped to a 
purchaser at a point outside this Territory, if such point is located 
in a state, territory, or similar taxing jurisdiction in which the 
person is not doing business, and the sale was made on an order 
secured or received by an office or branch in this Territory or a 
representative residing or stationed in this Territory. 

(3) In all other cases the ratios used shall be the property 
ratio, the payroll ratio, and the ratio of the person’s gross receipts 
in the Territory from such trade or business to his gross receipts 
everywhere from such trade or business. As used in this paragraph 
‘gross receipts in the Territory’ shall include all receipts received 
or derived from persons and other sources within the Territory, 
wherever paid, and all receipts from sales attributed to this 
Territory in accordance with paragraph (2). 

(e) If in the opinion of the commissioner the methods of 
allocation and apportionment hereinabove provided do not clearly 
and accurately reflect the actual amount of the adjusted gross 
income and taxable income received or derived from all property 
owned and every trade or business carried on and any and every 
other source in the Territory, or if any person shows that the 
methods of allocation and apportionment hereinabove provided 
result in adjusted gross income or taxable income being attributed 
to the Territory in a larger amount than is just and equitable, then 
the same shall be determined, allocated and apportioned under 
such rules and regulations, processes and formulas as the commis- 
sioner prescribes as being just and equitable. 


Sec. 121-5. Other provisions as to gross income, adjusted gross 
income and taxable income. (a) There shall be excluded from 
gross income, adjusted gross income and taxable income: (1) 
income not subject to taxation by the Territory under the Consti- 
tution and laws of the United States; (2) rights, benefits and other 
income exempted from taxation by section 6-58, having to do with 
the territorial retirement system, and the rights, benefits and 
other income, comparable to the rights, benefits and other income 

' exempted by section 6-58, under any other public retirement 
' system, (3) any compensation received in the form of a pension 
for past services, or paid as a weekly benefit for unemployment up 
to but not in excess of the amount provided by the employment 
security law (it being the intention of this provision to exempt 
that amount whether paid from a fund or account in the federal 
or territorial treasury or paid by an employer or by a trust or 
other means provided by an employer) ; (4) compensation received 
from the United States for services as a member of the uniformed 
services of the United States; (5) compensation paid to a patient 
affected with Hansen's Disease employed by the Territory or the 
United States in any hospital, settlement, or place for the treat- 
ment of Hansen's disease; (6) except as otherwise expressly pro- 
vided, payments made by the United States or this Territory, 
under an Act of Congress or a law of this Territory, which by 
express provision or administrative regulation or interpretation 
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are exempt from both the normal and surtaxes of the United 
States, even though not so exempted by the Internal Revenue 
Code itself; (7) any income expressly exempted or excluded from 
the measure of the tax imposed by this chapter by any other law 
of the Territory, it being the intent of this chapter not to repeal or 
supersede any such express exemption or exclusion. 


(b) There shall be included in gross income, adjusted gross 
income and taxable income, unless excluded by the provisions of 
this chapter relating to the uniformed services of the United 
States, cost-of-living allowances and other payments exempted by 
section 912 of the Internal Revenue Code, but section 119 of the 
Internal Revenue Code nevertheless shall apply. 


(c) The exclusion from dividends received, allowed to an 
individual by section 116 of the Internal Revenue Code, shall not 
be allowed. The deductions of or based on dividends paid or re- 
ceived, allowed to a corporation under chapter 1, sub-chapter B, 
part VIII of the Internal Revenue Code, shall not be allowed. In 
lieu thereof there shall be allowed as a deduction the entire amount 
of dividends received by any corporation upon the shares of stock 
of a national banking association, and eighty-five per cent of the 
amount received by any corporation as dividends: (1) upon the 
shares of stock of another corporation, if at the date of payment 
of such dividend at least ninety-five per cent of such other corpo- 
ration’s capital stock is owned by one or more corporations doing 
business in this Territory; (2) upon the shares of stock of a bank 
or insurance company organized and doing business under the 
laws of the Territory; (3) upon the shares of stock of another 
corporation, if at least fifteen per cent of such latter corporation’s 
business, for the taxable year of such latter corporation preceding 
the payment of such dividend, has been attributed to this Terri- 
tory. For the purposes of this paragraph fifteen per cent of a cor- 
poration’s business shall be deemed to have been attributed to this 
Territory if fifteen per cent or more of the entire gross income of 
such corporation as defined in this chapter (which for the purposes 
of this paragraph shall be computed without regard to source in 
the Territory and shall include income not taxable by reason of 
the fact that it is from property not owned in the Territory or from 
a trade or business not carried on in the Territory in whole or in 
part) shall, under the provisions of section 121-4 and the other 
provisions of this chapter, have been attributed to the Territory 
and subjected to assessment of the taxable income therefrom 
(including the determination of the resulting net loss, if any). 


(d) The net operating loss deductions allowed as carry-backs 
and carry-overs by the Internal Revenue Code shall not be 
allowed. In lieu thereof the net operating loss deduction shall 
consist of the excess of the deductions allowed by this chapter 
over the gross income, computed with the modifications specified 
in paragraphs (1) to (4) inclusive of section 172 (d) of the Internal 
Revenue Code, and with the further modification stated in the next 
sentence hereof; this net operating loss deduction shall be allowed 
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as a deduction in computing the taxable income of the taxpayer 
for the succeeding taxable year. In computing the net operating 
loss deduction allowed by this subsection there shall be included 
in gross income the amount of interest which is excluded from 
gross income by subsection (a), decreased by the amount of 
interest paid or accrued which is disallowed as a deduction by sub- 
section (e). 

(e) There shall be disallowed as a deduction the amount of 
interest paid or accrued within the taxable year on indebtedness 
incurred or continued, (1) to purchase or carry bonds the interest 
upon which is excluded from gross income by subsection (a); or 
(2) to purchase or carry property owned without the Territory, 
or to carry on trade or business without the Territory, if the tax- 
payer is a person taxable only upon income from sources in the 
Territory. 


(f) Losses of property as the result of tidal wave, earthquake, 
or volcanic eruption, or as the result of flood waters overflowing 
the banks or walls of a river or stream, to the extent of the amount 
deductible under this chapter, not compensated for by insurance 
or otherwise, may be deducted in the taxable year in which sus- 
tained, or at the option of the taxpayer may be deducted in equal 
installments over a period of five years, the first such year to be 
the calendar or fiscal year of the taxpayer in which such loss 
occurred. 

Sec. 121-6. Exemptions; generally. (a) Except as provided in 
sections 121-16 to 121-22 relating to withholding and collection of 
tax at source, and section 121-7 relating to ‘unrelated business 
taxable income’, the following persons and organizations shall not 
be taxable under this chapter: 

(1) Banks and building and loan associations taxable under 
the provisions of chapter 127; and insurance companies and agri- 
cultural cooperative associations, exclusively taxable under the 
provisions of other laws; 

(2) Corporations, companies, associations or trusts conducted 
solely for charitable, religious, educational or scientific purposes 
within the Territory, including fraternal beneficiary societies ; 

(3) Corporations, companies, associations or trusts organized 
for the establishment and conduct of cemeteries, no part of the net 
earnings of which inures to the financial benefit of any private 
shareholder or individual; 

(4) Business leagues, chambers of commerce, real estate 
boards or boards of trade, not organized for profit and no part of the 
net earnings of which inures to the benefit of any private share- 
holder or individual ; 

(5) Civic leagues or organizations not organized for profit but 
operated exclusively for the promotion of social welfare, or local 
associations of employees, the membership of which is limited to 
the employees of a designated person or persons, and the net earn- 
ings of which are devoted exclusively to charitable, educational 
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or recreational purposes within the Territory; 

(6) Labor organizations; 

(7) Clubs organized and operated exclusively for pleasure, 
recreation and other non-profit purposes, no part of the net earn- 
ings of which inures to the benefit of any private shareholder; 

(8) A trust forming part of a stock bonus, pension, or profit- 
sharing plan of an employer for the exclusive benefit of his em- 
ployees or their beneficiaries, and which meets the requirements 
of the Internal Revenue Code for exemption from the tax thereby 
imposed. 

(b) Notwithstanding that any person is exempted from tax- 
ation by the Internal Revenue Code, nevertheless if such person is 
not exempted from taxation by this chapter, he or it shall be taxed 
in accordance with this chapter. 

Sec. 121-7. Unrelated business taxable income. The persons 
and organizations exempted by section 121-6 shall, if subject to 
tax under the Internal Revenue Code upon their 'unrelated busi- 
ness taxable income', be taxed thereon under this chapter. For 
the purposes of this section the term 'taxable income' as used in 
sections 121-13 and 121-23 shall be read as 'unrelated business 
taxable income’. 

‘Unrelated business taxable income’ means the same as in the 
Internal Revenue Code, except that in the computation thereof 
sections 121-2, 121-3, 121-4, and 121-5 (except subsection (c)), 
shall apply, and in the determination of the net operating loss 
deduction under section 121-5 (d) there shall not be taken into 
account any amount of income or deduction which is excluded in 
computing the unrelated business taxable income. 


PART II: INDIVIDUAL INCOME TAX 


Sec. 121-8. (a) Tax on individuals; rate. There shall be 
assessed, levied, collected and paid, for each taxable year on the 
taxable income of every individual, a tax in the following amount: 


If the taxable income is: 'The tax shall be: 


Not over $500 

Over $500, but not 
over $1,000, 

Over $1,000, but not 
over $2,000, 

Over $2,000, but not 
over $5,000, 

Over $5,000, but not 
over $10,000, 

Over $10,000, but not 
over $20,000, 

Over $20,000, but not 
over $30,000, 

Over $30,000 


3% of taxable income. 

$15 plus 314% of excess 
over $500. 

$32.50 plus 4% of excess 
over $1,000. 

$72.50 plus 596 of excess 
over $2,000. 

$222.50 plus 696 of excess 
over $5,000. 

$522.50 plus 796 of excess 
over $10,000. 

$1,222.50 plus 896 of excess 
over $20,000. 

$2,022.50 plus 9% of excess 
over $30,000. 
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(b) In lieu of computation of the tax as above provided, the 
tax shall be computed as follows when this subsection is appli- 
cable: 

Reduce the taxable income by an amount equal to fifty per 
cent of the excess of the net long-term capital gain over the net 
short-term capital loss for the taxable year, and apply to the taxable 
income, so reduced, the rates provided by subsection (a). 


Apply to the entire amount of the excess of the net long-term 
capital gain over the net short-term capital loss for the taxable 
year, a tax of three per cent. 


Add the resultant two amounts; this constitutes the tax if less 
than the tax computed under subsection (a). 


Sec. 121-9. Tax in case of joint return or return of Surviving 
spouse. In the case of a joint return of a husband and wife under 
section 121-27, the tax imposed by section 121-8 shall be twice the 
tax which would.be imposed if the taxable income were cut in 
half. For purposes of this section and section 121-10, a return of 
a surviving spouse, as defined in the Internal Revenue Code, shall 
be treated as a joint return of a husband and wife under section 


121-27. 


Sec. 121-10. Alternative ‘shortform’ tax; tables. If a taxpayer’s 
adjusted gross income for the taxable year is less than $6,000 and 
he so elects, there shall be assessed, levied, collected and paid for 
that year a tax determined on the basis of tables to be prepared 
and furnished by the commissioner, which tax shall be substanti- 
ally equivalent to the tax provided in section 121-8 and shall be 
in lieu thereof. 


Sec. 121-11. Exemptions. (a) In computing the taxable income 
of any individual, there shall be deducted, in lieu of the personal 
exemptions allowed by the Internal Revenue Code, personal 
exemptions computed as follows: Ascertain the number of exemp- 
tions which the individual can lawfully claim under the Internal 
Revenue Code and multiply that number by $400. A non-resident 
shall be entitled to the same personal exemptions as a resident, 
without proration of the personal exemptions on account of in- 
come from sources outside the Territory. 


(b) In computing the taxable income of an estate or trust 
there shall be allowed, in lieu of the deductions allowed under 
subsection (a), the following: 

An estate shall be allowed a deduction of $400. 


A trust which, under its governing instrument, is required to 
distribute all of its income currently shall be allowed a deduction 
of $200. 

All other trusts shall be allowed a deduction of $80. 


(c) A blind person, in lieu of the personal exemptions allowed 
by the Internal Revenue Code shall be allowed, and there shall be 
deducted in computing the taxable income of a blind person, 
instead of the exemptions provided by subsection (a), the amount 


of $5,000. 
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Sec. 121-12. Tax credits for resident taxpayers. (a) Whenever 
an individual or person liable to the taxes imposed upon individ- 
uals, who is a resident of the Territory, has become liable for 
income taxes to a state, or to the District of Columbia, Puerto Rico 
or any other Territory or possession of the United States, or to a 
foreign country upon any part of his taxable income for the tax- 
able year, derived or received from sources within such other 
jurisdiction and taxed under the laws thereof irrespective of the 
residence or domicile of the recipient, there shall be credited 
against the tax payable by him under this chapter the tax so paid 
by him to the other jurisdiction upon his producing for the com- 
missioner satisfactory evidence (a) of such tax payment, and (b) 
that the laws of the other jurisdiction do not allow him a credit 
against the taxes imposed by such jurisdiction for the taxes paid 
or payable under this chapter, or do allow such credit in an amount 
which has been deducted in computing the amount of credit 
sought under this section. The application of such credit, how- 
ever, shall not operate to reduce the tax payable under this chapter 
to an amount less than that which would have been payable were 
the taxpayer a non-resident. 


(b) If any taxes paid to another jurisdiction for which a tax- 
payer has been allowed a credit under this section are at any time 
credited or refunded to the taxpayer, such fact shall be reported by 
the taxpayer to the commissioner within twenty days after the 
credit or refund. Failure to make such report shall be deemed 
failure to make a return and subject to the penalties imposed by 
law in such cases. A tax equal to the credit allowed for the taxes 
so credited or refunded shall be due and payable from the taxpayer 
upon notice and demand from the commissioner. If the amount 
of such tax is not paid within ten days from the date of the notice 
and demand, the taxpayer shall be subject to the usual penalties 
and interest for delinquency in payment. 


(c) Nothing contained in this section shall be construed to 
permit a credit against the taxes imposed by this chapter on 
account of federal income taxes. 


Sec. 121-13. Estates and trusts. There shall be assessed, levied, 
collected and paid for each taxable year on the taxable income 
of every estate or trust, after deduction of the exemptions allowed 
the estate or trust under section 121-11, a tax in the amount 
imposed upon individuals. The taxable income shall be computed 
in the manner provided by the Internal Revenue Code, except as 
otherwise provided in this chapter, and except that the deduction 
for contributions and gifts shall be limited to the amount allowed 
in the case of an individual, unless the contributions and gifts are 
to be used exclusively in the Territory. Whenever, under the 
Internal Revenue Code, it is provided that the grantor or another 
person shall be treated as the owner of any portion of a trust he 
Shall be so treated under this chapter and his taxable income shall 
be computed accordingly. 


Sec. 121-14. Decedents. In respect of a decedent, the deter- 
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mination of the income of the taxable period in which falls the date 
of his death, and the determination of the income of the estate 
and of the persons who acquire rights from the decedent or by 
reason of his death, shall be governed by the provisions of the 
Internal Revenue Code. 

Sec. 121-15. Partners. A partnership as such shall not be sub- 
ject to the income tax imposed by this chapter. Persons carrying 
on business as partners shall be liable for income tax only in their 
separate or individual capacities. Each partner shall be taxed under 
this chapter only on his distributive share of partnership income, 
whether actually distributed or not, for the taxable year ending 
within or with the taxable year of the partner, as provided by the 
Internal Revenue Code. What is a partnership, partnership in- 
come, distributive shares of partnership income, and persons to 
be recognized as partners, shall be determined in accordance with 
the provisions of the Internal Revenue Code. 


WITHHOLDING AND COLLECTION OF TAX AT SOURCE 


Sec. 121-16. Withholding of tax on wages. (a) As used in this 
section: (1) ‘wages’ means wages, commissions, fees, salaries, 
bonuses and every and all other kinds of remuneration for, or 
compensation attributable to, services performed by an employee 
for his employer, including the cash value of all remuneration paid 
in any medium other than cash and the cost-of-living allowances 
and other payments included in gross income by section 121-5 (b), 
but excluding income excluded from gross income by section 121-5 
or other provisions of this chapter; (2) ‘employee’ includes an 
officer or elected official, or any other employee; (3) ‘employer’ 
means (i) the person or government for whom an individual per- 
forms or performed any service, of whatever nature, as the em- 
ployee of such person or government and (ii) the person having 
control of the payment of the wages if the ‘employer’ as heretofore 
defined does not have control thereof, and (iii) any person subject 
to the jurisdiction of the Territory and paying wages on behalf of 
an ‘employer’ as heretofore defined if said employer is not subject 
to the jurisdiction of the Territory ; provided, the term ‘employer’ 
shall not include any government that is not subject to the laws of 
the Territory except as, and to the extent that, it consents to the 
application of sections 121-16 to 121-22 to it. 

(b) Every employer, as defined herein, making payment of 
wages, as herein defined, to employees, shall deduct and with- 
hold from such wages an amount of tax determined as provided 
in this section. 

(c) For each withholding period (whether weekly, biweekly, 
monthly or otherwise) the amount of tax to be withheld under 
this section shall be at a rate which, for the taxable year, will yield 
the tax imposed by section 121-8 upon each employee’s annual 
wage, as estimated from his current wage in any withholding 
period, but (for the purposes of this subsection) of the rates pro- 
vided by section 121-8 the maximum to be taken into considera- 
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tion shall be six per cent. Such tax for the taxable year shall be 
calculated upon the following assumptions: (1) that the em- 
ployee’s annual wage, as estimated from his current wage in the 
withholding period, will be his sole income for the taxable year; 
(2) that there will be no deductions therefrom in determining 
adjusted gross income; (3) that in determining taxable income 
there will be deductions in the amount of ten per cent of the 
estimated annual wage; (4) that in determining taxable income 
there also will be deducted the amount of exemptions granted to 
such employee in the computation of taxable income, as shown by 
a certificate to be filed with the employer as provided by sub- 
section (f) ; and (5) if it appears from the certificate filed pursuant 
to subsection (f) that such employee is, under section 121-27, 
entitled to make a joint return, that he and his spouse will so elect. 


(d) Alternatively, at the election of the employer, he may 
deduct and withhold from each employee an amount of tax deter- 
mined on the basis of tables to be prepared and furnished by the 
commissioner, which amount of tax shall be substantially equiva- 
lent to the amount of tax provided by subsection (c) hereof. 

(e) The commissioner, by regulation, may require the deduc- 
tion and withholding of tax from any remuneration or compen- 
sation paid for or attributable to services that are not subject to 
the general excise tax imposed by chapter 117, whether or not such 
withholding is provided for hereinabove. Every person so required 
to deduct and withhold tax, or from whom tax is required to be 
deducted and withheld, shall be subject to all of the provisions of 
sections 121-16 to 121-22, and every person so required to deduct 
and withhold tax shall be deemed an employer for the purposes 
of this chapter. 

The commissioner, by regulation, may exempt any employer 
from the requirement of deduction and withholding of taxes, even 
though such requirement is imposed by this section, if and to the 
extent that the commissioner shall find such requirement unduly 
onerous or impracticable of enforcement. 

(f) On or before the date of the commencement of employment 
with an employer, the employee shall furnish the employer with 
a signed certificate relating to the amount of exemptions which 
he claims, which shall in no event exceed the amount to which he 
is entitled on the basis of the existing facts, and also showing 
whether he is married and is, under section 121-27, entitled to 
make a joint return. The certificate shall be in such form and 
contain such information as may be prescribed by the com- 
missioner. 

If, on any day during the calendar year, there is a change in 
the employee’s marital status and he no longer is entitled to make 
a joint return, or the amount of exemptions to which the employee 
is entitled is less than the amount of exemptions claimed by the 
employee on the certificate then in effect with respect to him, the 
employee shall within ten days thereafter furnish the employer 
with a new certificate showing his present marital status, or 
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relating to the amount of exemptions which the employee then 
claims, which shall in no event exceed the amount to which he is 
entitled on the basis of the existing facts. If, on any day during 
the calendar year, there is a change in the employee's marital 
status and though previously not entitled to make a joint return he 
now is so entitled, or the amount of exemptions to which he is 
entitled is greater than the amount of exemptions claimed, the 
employee may furnish the employer with a new certificate show- 
ing his present marital status, or relating to the amount of 
exemptions which the employee then claims, which shall in no 
event exceed the amount to which he is entitled on the basis of 
the existing facts. 


Such certificate shall take effect at the times set forth in the 
Internal Revenue Code. 


Any individual required to supply information to his employer 
under this section who wilfully supplies false or fraudulent infor- 
mation, or who wilfully fails to supply information under this 
section which would require an increase in the tax to be withheld, 
Shall be fined not more than $500, or imprisoned not more than 
six months, or both. 


Sec. 121-17. Return and payment of withheld taxes.. Every 
employer required by this chapter to withhold taxes on wages 
paid in any month shall make return of such wages and taxes to 
the commissioner within twenty days after the close of the month 
for which the taxes have been withheld. The return shall be in 
such form and contain such information as may be prescribed by 
the commissioner. The return shall be filed with the collector of 
the taxation division in which the employer has his principal place 
of business or with the commissioner at Honolulu if the employer 
has no place of business in the Territory. Every return under this 
section shall be accompanied by a remission of the complete amount 
of tax withheld, as reported in the return; provided, that the com- 
missioner may, if he believes such action necessary where collection 
of the tax may be in jeopardy, require any person required to make 
a return under this section to make such return and pay such tax at 
any time; provided, further, that the commissioner may grant 
permission to employers having a payroll of not more than $1,500 
per month, to make returns and payments on a quarterly basis, such 
returns and payments to be made within twenty days after the close 
of each quarter, to wit, on or before April 20, July 20, October 20, 
and January 20. The commissioner, for good cause, may extend the 
time for making returns and payments, but not beyond the 
twentieth day of the second month next succeeding the regular due 
date thereof. With respect to wages paid out of public moneys, the 
commissioner in his discretion may prescribe special forms for, and 
different procedures and times for the filing of, such returns by em- 
ployers paying such wages, or may, upon such conditions and sub- 
ject to such rules as he may prescribe from time to time, waive the 
filing of any such returns. 


Sec. 121-18. Statements to employees. Every employer required 
16 


1957 TAX ACT ACT ] 


to deduct and withhold any tax on the wages of any employee 
shall furnish to each such employee in respect of his employment 
during the calendar year, on or before January 31 of the succeed- 
ing year, or if his employment is terminated before the close of 
such calendar year, on the day on which the last payment of wages 
is made, a written statement, showing the period covered by the 
statement, the wages paid by the employer to such employee 
during such period, and the amount of the tax deducted and with- 
held or paid in respect of such wages. Each such employer shall 
include with his final return for the calendar year, or shall file on 
or before January 31, a duplicate copy of each such statement. The 
commissioner may grant to any employer a reasonable extension 
of time, not in excess of sixty days, with respect to any statement 
required by this section to be furnished to an employee or filed, 
and may by regulation provide for the furnishing or filing of state- 
ments at such other times and containing such other information 
as may be required for the administration of this chapter. The 
commissioner shall prescribe the form of the statement required 
by this section and may adopt any federal form appropriate for the 
purpose. 

Sec. 121-19. Taxes withheld by employer held in trust; em- 
ployer’s liability. 

(a) All taxes withheld by any employer under section 121-16 
shall be held in trust by him for the Territory and for the payment 
of the same to the collector in the manner and at the time required 
by this chapter. If any employer shall fail, neglect, or refuse to 
deduct and withhold from the wages paid to an employee, or to 
pay over, the amount of tax required, such employer shall be liable 
to pay to the Territory the amount of said tax. This amount shall, 
whether or not tax withholdings constituting trust funds have 
been commingled with said employer’s assets, form a lien on said 
employer’s entire assets, having priority over all other claims of 
any person. An employer may recover from an employee any 
amount which he should have withheld but did not withhold from 
such employee’s wages, if he has been required to pay and has 
paid said amount to the Territory out of his own funds pursuant 
to this section. 

(b) In addition to the liability imposed by subsection (a) if 
any employer which is a corporation fails, neglects, or refuses to 
deduct and withhold from the wages paid to any employee, or to 
pay over, the amount of tax required, any officer of such corporation 
who as such officer is under a duty to deduct and withhold or to 
pay over, the amount of tax required, and who wilfully fails to 
perform such duty, shall be liable to the Territory for the amount 
of said tax. Said liability may be assessed and collected in the 
same manner as the liability imposed by subsection (a) ; provided 
further, that two or more officers may be assessed under this sub- 
section jointly or in the alternative, but the tax shall be collected 
only once with respect to the same wages. The issuance or allow- 
ance of any certificate issued or allowed under the provisions of 
section 172-135 shall not discharge the liability hereby imposed. 
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Sec. 121-20. Misdemeanors, employers, etc. (a) Any person 
required under sections 121-16 to 121-19 to collect, account for, and 
pay over any tax imposed by this title who wilfully fails to collect 
or truthfully account for and pay over such tax shall, in addition 
to other penalties provided by law, be guilty of a misdemeanor. 


(b) Any person required under the provisions of section 121-18 
to furnish a statement to an employee who wilfully furnishes a 
false or fraudulent statement or who wilfully fails to furnish a 
statement in the manner, at the time, and showing the information 
required under section 121-18, or regulations prescribed there- 
under, shall be guilty of a misdemeanor. 


The penalty for any misdeameanor under subsection (a) shall 
be a fine of not more than $1,000 or imprisonment for not more 
than one year, or both. The penalty for any misdemeanor under 
subsection (b) shall be a fine of not more than $500 or imprison- 
ment for not more than six months, or both. 


Sec. 121-21. Further withholdings at source; crediting of with- 
held taxes. (a) The commissioner, by regulation, may require the 
deduction and withholding of tax from any gross income or 
adjusted gross income of a non-resident, in order to collect the tax 
imposed by this chapter on the non-resident. 


(b) Income upon which any tax has been withheld at the 
source under sections 121-16 to 121-19, or under regulations 
adopted pursuant to subsection (a), shall be included in the return 
of the recipient of such income, but any amount of tax so withheld 
shall be credited against the amount of income tax as computed 
in such return, and if in excess of the tax due for the taxable year 
shall be refunded as provided in section 121-44. 


Sec, 121-22. Indemnity of withholder. Every person required 
to withhold a tax under sections 121-16 to 121-19, or under regu- 
lations adopted pursuant to section 121-21 (a), is hereby made 
liable for such tax and is hereby relieved of liability for or upon 
the claim or demand of any other person for the amount of any 
payments to the commissioner made in accordance with the pro- 
visions of said sections. 


PART III: CORPORATION INCOME TAX 


Sec. 121-23. Tax on corporations; rates; credit of shareholder 
of regulated investment company. (a) A tax at the rates herein 
provided shall be assessed, levied, collected and paid for each tax- 
able year on the taxable income of every corporation, including a 
corporation carrying on business in partnership, except that in 
the case of a regulated investment company the tax is as provided 
by subsection (b). 

The tax shall be at the rate of 234 per cent on such amount of 
capital gain as, under the Internal Revenue Code, is entitled to the 
alternative tax treatment, and on all other taxable income the tax 
shall be at the rate of 5 per cent if the taxable income is not over 
$25,000, and on all over $25,000, 514 per cent. 
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(b) In the case of a regulated investment company there is 
imposed on the taxable income, computed as provided in sections 
852 and 855 of the Internal Revenue Code but with the changes 
and adjustments made by this chapter (without prejudice to the 
generality of the foregoing, the deduction for dividends paid is 
limited to such amount of dividends as is attributable to income 
taxable under this chapter), a tax consisting in the sum of the 
following: 


Five per cent if the taxable income is not over $25,000, 
and on all over $25,000 five and one-half per cent. 


Two and three-quarters per cent on the amount of capital 
gain which is taxed under section 852 (b) (3) (A) of the 
Internal Revenue Code. 


(c) In the case of a shareholder of a regulated investment 
company there is hereby allowed a credit in the amount of two and 
three-quarters per cent of the amount of capital gains which by 
section 852 (b) (3) (D) of the Internal Revenue Code is required 
to be included in the shareholder's return and on which there has 
been paid to the Territory by the regulated investment company 
the tax of two and three-quarters per cent imposed by subsection 
(b); the amount of this credit may be applied or refunded as 
provided in section 121-44. 


Sec. 121-24. Corporations carrying on business in partnership. 
Section 121-15 shall apply to corporations as well as others. 


PARTIV. RETURNS AND PAYMENTS: ADMINISTRATION 


Sec. 121-25. Accounting basis, etc. Taxable income shall be 
computed upon the basis of the taxable year as provided by the 
Internal Revenue Code, which except as otherwise provided in this 
chapter shall govern matters such as whether income is to be com- 
puted upon the basis of the calendar year or a fiscal year, when a 
fractional part of a year is to be deemed a 'taxable year', changes 
in accounting periods, methods of accounting, the taxable year for 
which items of gross income are to be included and deductions 
taken, and inventories. Whenever the provisions of the Internal 
Revenue Code as to the computation of taxable income for a taxable 
year are, by reason of income being returnable for such year in 
unusual amounts, accompanied by provisions limiting the amount 
of tax attributable to such income (for example, the provisions of 
sections 1301-1304 of the Internal Revenue Code), then if and to 
the extent that the determination of taxable income for such taxable 
year under this chapter is governed by those provisions of the 
Internal Revenue Code, such determination shall be subject to the 
accompanying provisions of the Internal Revenue Code limiting 
the amount of tax, and such accompanying provisions shall be 
applied in the computation of the tax imposed by this chapter. 


Sec. 121-26. Returns, who shall make. For each taxable year, 
returns shall be made by the following persons to the commissioner 
in such form and manner as he shall prescribe: 
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(a) Every person doing business in the Territory during the 
taxable year, whether or not he derives any taxable income there- 
from. As used in this paragraph ‘doing business’ includes all 
activities engaged in or caused to be engaged in with the object of 
gain or economic benefit, direct or indirect, except personal services 
performed as an employee under the direction and control of an 
employer. Every person receiving rents from property owned in 
the Territory is classed as ‘doing business’ and must make a 
return whether or not he derives taxable income therefrom. 


(b) Every corporation having for the taxable year gross income 
subject to taxation under this chapter. 


(c) Every individual, estate or trust having for the taxable year 
gross income subject to taxation under this chapter, except as 
exempted from the filing of a return by regulations of the com- 
missioner. 


The commissioner may by regulation excuse the filing of a 
return by an individual, estate or trust in cases not coming within 
the provisions of paragraph (a), where the gross income and 
exemptions are such that no tax is expected to accrue under this 
chapter, or are such that substantially all the tax will have been 
collected through tax withholdings or at the source. 


Sec. 121-27. Joint returns. A husband and wife, having that 
status for purposes of the Internal Revenue Code and entitled to 
make a joint federal return for the taxable year, may make a single 
return jointly of taxes under this chapter for the taxable year. In 
that case the tax shall be computed on the aggregrate income as 
provided in section 121-9, and the liability with respect to the tax 
shall be joint and several. x 

If an individual has filed a separate return for a taxable year for 
which a joint return could have been made by him and his spouse, 
an election thereafter to make a joint return for the taxable year 
shall be made only upon compliance with regulations of the com- 
missioner, which may limit the election and prescribe the terms and 
provisions applicable in such cases as nearly as may be in con- 
formity with the Internal Revenue Code. 


Sec. 121-28. Returns by agent, guardian, etc.; liability of fidu- 
ciaries. 

(a) Returns of decedents. If an individual is deceased, the 
return of such individual required under section 121-26 shall be 
made by his executor, administrator, or other person charged with 
the care of property of such decedent. 


(b) Persons under a disability. If an individual is unable to 
make a return required under section 121-26 or section 121-31, the 
return of such individual shall be made by a duly authorized agent, 
his committee, guardian, fiduciary or other person charged with the 
care of the person or property of such individual. The preceding 
sentence shall not apply in the case of a receiver appointed by 
authority of law in possession of only a part of the property of ar 
individual. 
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(c) Receivers, trustees and assignees for corporations. In a 
case where a receiver, trustee in bankruptcy or assignee, by order 
of a court of competent jurisdiction, by operation of law or other- 
wise, has possession of or holds title to all or substantially all the 
property or business of a corporation, whether or not such property 
or business is being operated, such receiver, trustee, or assignee 
shall make the return of income for such corporation in the same 
manner and form as corporations are required to make such returns. 


(d) Returns of estates and trusts. Returns of an estate or a 
trust shall be made by the fiduciary thereof. 


(e) Joint fiduciaries. Under such regulations as the commis- 
sioner may prescribe, a return made by one of two or more joint 
fiduciaries shall be sufficient compliance with the requirements 
of this section. A return made pursuant to this paragraph shall 
contain a statement that the fiduciary has sufficient knowledge of 
the affairs of the person for whom the return is made to enable him 
to make the return, and the return is, to the best of his knowledge 
and belief, true and correct. 


(f) Liability of fiduciaries. A tax imposed upon a fiduciary 
shall be a charge upon the property held by the fiduciary in that 
capacity. 


Sec. 121-29. Partnership returns. Every partnership shall make 
a return for each taxable year upon forms prescribed by the com- 
missioner, itemizing its gross income and allowable deductions 
and including the names and addresses of the persons who would 
be entitled to share in the income if distributed and the amount of 
each distributive share. The return shall be authenticated by the 
signature of any one of the partners, under the penalties provided 
by section 115-38, and the fact that a partner’s name is signed on 
the return shall be prima facie evidence that such partner is 
authorized to sign the return on behalf of the partnership. All 
provisions of this chapter relating to returns shall be applicable 
to partnership returns except as specifically otherwise stated in 
this section. 


Sec. 121-30. Returns by persons making payments. By duly 
promulgated regulations the commissioner may require that any 
individual, partnership, corporation, joint stock company, asso- 
ciation, insurance company, or other person, being a resident or 
having a place of business in this Territory, in whatever capacity 
acting, including lessees or mortgagors of real and personal prop- 
erty, fiduciaries, employers and all officers and employees of the 
Territory or of any political subdivision thereof, having the con- 
trol, receipt, custody, disposal or payment of any annuity or 
interest on deposits or funds held in trust, including taxable 
income from endowment policies, other interest (except interest 
coupons payable to bearer), dividends, wages, rentals, royalties, 
premiums, or other emoluments, gains, profits and income, paid or 
payable during any year to any person, shall, on such date or dates 
as the commissioner shall from time to time designate, make a 
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return to the commissioner furnishing the information required by 
the regulations. 


Sec. 121-31. Estimates; tax payments; returns. (a) (1) In- 
dividuals and corporations, but not estates or trusts, shall annually 
furnish the commissioner with a declaration of estimated tax for 
the current taxable year. Declarations of estimated tax shall, 
except as otherwise provided by regulation, be governed by the 
provisions as to returns contained in sections 121-28, 121-32, and 
121-33. The declaration shall be filed, in the case of individuals 
on the calendar year basis on or before April 20, and in the case 
of corporations on the calendar year basis on or before September 
20. In the case of a husband and wife who are entitled to make a 
joint declaration for federal purposes a single declaration may be 
made by them jointly, in which case the liability with respect to 
the estimated tax shall be joint and several; if a joint declaration 
is made but a joint return is not made for the taxable year, the 
estimated tax for such year may be treated as the estimated tax 
of either the husband or the wife or may be divided between them. 

(2) Each individual shall transmit, with his declaration, pay- 
ment of one-quarter of the estimated tax for the current taxable 
year. In determining this quarterly payment and all other install- 
ments, there first shall be deducted from the total estimated tax 
the amount of estimated tax withholding or collection at source 
for the taxable year. Thereafter, on the twentieth day of June and 
September, the individual shall pay one-quarter of the estimated 
tax. The fourth quarter of the estimated tax shall be paid by 
January 20 of the year following the taxable year for which the 
estimate was made. 

(3) Each corporation shall transmit, with its declaration, pay- 
ment of one-half of the estimated tax for the current taxable year. 
The second half of the estimated tax shall be paid by January 20 
of the year following the taxable year for which the estimate was 
made. 


(4) Individuals and corporations operating on a fiscal year 
basis shall make similar estimates and tax payments, on or before 
the twentieth day of the fourth month of the fiscal year in the case 
of individuals and the ninth month of the fiscal year in the case 
of corporations, and periodically thereafter so as to conform to 
the payments and returns required in the case of those on a calen- 
dar year basis. 

(5) The commissioner may by regulation excuse individuals 
from filing an estimate in those cases where the gross income and 
exemptions are such that no tax is expected to accrue under this 
chapter, or are such that substantially all the tax will be collected 
through tax withholding or at the source. 

(6) In the case of a corporation, the commissioner may excuse 
the filing of an estimate and the payment of estimated tax if he is 
satisfied that less than fifteen per cent of the corporation's business 
for the taxable year will be attributable to the Territory. For the 
purposes of this paragraph, fifteen percent of a corporation's 
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business shall be deemed attributable to the Territory if fifteen 
per cent or more of the entire gross income of the corporation 
(which for the purposes of this paragraph means gross income 
computed without regard to source in the Territory) is under the 
provisions of section 121-4 and the other provisions of this chapter 
attributable to the Territory. 


(b) Returns for the taxable year shall be filed with the com- 
missioner on or before the twentieth day of the fourth month fol- 
lowing the close of the taxable year, and shall be accompanied by 
payment of the balance of the tax for the taxable year, or the entire 
tax for the taxable year, as the case may be. These returns shall 
be filed both by persons required to make declarations of estimated 
tax pursuant to this section and by persons not required to make 
declarations of estimated tax. 


(c) At the election of the taxpayer, any installment of the 
estimated tax may be paid prior to the date prescribed for its 
payment. 

(d) A person who, under the regulations of the commissioner 
adopted pursuant to subsection (a) (5), is relieved of filing an 
estimate, shall if the regulations cease to apply by reason of a 
change of circumstances during the taxable year, file the required 
estimate on the first quarterly payment date prescribed for pay- 
ment of estimated taxes, following such change of circumstances, 
and pay the estimated tax in equal installments computed by 
allocating the entire amount shown by the estimate for the current 
taxable year to the remaining quarterly payment dates. 


(e) An amendment of an estimate may be filed, under regula- 
tions prescribed by the commissioner. If an amendment is filed, 
the remaining installments, if any, shall be ratably increased or 
decreased to reflect the increase or decrease in the estimate. The 
amended estimate may be accompanied by payment of the amount 
of underpayment, if any, and if so this shall be considered in 
determining the period of the underpayment as provided in sub- 
section (g). 

(f) If neither an estimate nor return is filed, or if one or both 
are filed but neither is filed until after the twentieth day of the 
month following the close of the taxable year, the penalties and 
interest provided by section 115-43 shall apply, and shall be com- 
puted in respect of all taxes, shown by the return made under 
subsection (b) of this section or determined by the commissioner, 
with the interest beginning the first day of the first month follow- 
ing the date prescribed for filing the estimate. 


(g) If an estimate or return is filed on or before the twentieth 
day of the month following the close of the taxable year, the 
penalties and interest provided by section 115-43 shall not apply 
in respect of the required payments of estimated tax but shall 
apply nevertheless for any delinquency, negligence or other fault 
in respect of the return and payment required by subsection (b) 
of this section. In respect of the required payments of estimated 
tax, there shall be added to and become a part of the tax imposed 


ACT 1 


23 


ACT 1 1957 TAX ACT 


by this chapter, and collected as such, in lieu of the penalties and 
interest provided by section 115-43, an amount determined at the 
rate of eight per cent per annum upon any amount of underpay- 
ment (determined under paragraphs (1) and (3) for the period 
of the underpayment (determined under paragraph (2) ). That is: 


(1) For purposes of this subsection, the amount of the under- 
payment shall be the excess of — 


(i) The amount of the installment which would be re- 
quired to be paid if the estimated tax were equal to 70 per 
cent (50 per cent in the case of corporations) of the tax 
shown on the return for the taxable year or, if no return is 
filed, 70 per cent (50 per cent in the case of corporations) of 
the tax for such year, over 

(ii) The amount, if any, of the installment paid on or 
before the last date prescribed for such payment. 

(2) The period of the underpayment shall run from the date 


` the installment was required to be paid to whichever of the follow- 
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ing dates is the earlier — 


(i) The 20th day of the fourth month following the close 
of the taxable year. 


(ii) With respect to any portion of the underpayment, 
the date on which such portion is paid. For purposes of this 
paragraph, a payment of estimated tax on any installment 
date shall be considered a payment of any previous under- 
payment only to the extent such payment exceeds the 
amount of the installment determined under paragraph (1) 
(i) for such installment date. 


(3) Notwithstanding the provisions of the preceding para- 
graphs, the addition to the tax with respect to any underpayment 
of any installment shall not be imposed if the total amount of all 
payments of estimated tax made on or before the last date pre- 
scribed for the payment of such installment equals or exceeds 
whichever of the following is the lesser — 


(i) The amount which would have been required to be 
paid on or before such date if the estimated tax were which- 
ever of the following is the least — 


(A) The tax shown on the return of the taxpayer for 
the preceding taxable year, if a return showing a liability 
for the tax was filed by the taxpayer under the income 
tax law of 1957 for the preceding taxable year and such 
preceding year was a taxable year of twelve months, or 


(B) An amount equal to the tax computed on the 
basis of the facts shown on the taxpayer's return for, and 
the law applicable to, the preceding taxable year, if a 
return for such preceding year was filed by the taxpayer 
under the income tax law of 1957, but at the rates appli- 
cable to the taxable year and on the basis of an individ- 
ual taxpayer's status with respect to personal exemptions 
under section 121-11 for the taxable year, or 
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(C) An amount equal to seventy per cent (fifty per 
cent in the case of corporations) of the tax for the tax- 
able year computed by placing on an annualized basis 
the adjusted gross income and taxable income for the 
months in the taxable year ending before the month in 
which the installment is required to be paid. For pur- 
poses of this subparagraph, the adjusted gross income 
and taxable income shall be placed on an annualized 
basis by — 


First, multiplying by 12 (or, in the case of a tax- 
able year of less than twelve months, the number of 
months in the taxable year) the adjusted gross in- 
come, or the taxable income (computed without 
deduction of personal exemptions), for the months in 
the taxable year ending before the month in which 
the installment is required to be paid, 


Second, dividing the resulting amount by the 
number of months in the taxable year ending before 
the month in which such installment date falls, and 


Third, deducting from such amount, in the case of 
computation of taxable income of individuals, the 
deductions for personal exemptions allowable for the 
taxable year (such personal exemptions being deter- 
mined as of the last date prescribed for payment of 
the installment) ; or 


(ii) An amount equal to 90 per cent (65 per cent in the 
case of corporations) of the tax computed, at the rates appli- 
cable to the taxable year, on the basis of the actual adjusted 
gross income and taxable income for the months in the 
taxable year ending before the month in which the install- 
ment is required to be paid. 

(h) The amounts of taxes withheld from wages or collected 
at source shall be deemed payments of estimated tax, and an 
equal part of any such amount shall be deemed paid on each 
installment date for the taxable year, unless the taxpayer estab- 
lishes the dates on which all amounts were actually withheld or 
collected, in which case the amounts so withheld or collected 
shall be deemed payments of estimated tax on the dates on which 
such amounts were actually withheld or collected. 


Sec. 121-32. Returns; form, verification and authentication, 
time of filing. Returns shall be in such form as the commissioner 
may prescribe from time to time and shall be verified by written 
declarations that the statements therein made are subject to the 
penalties prescribed in section 115-38. Corporate returns shall be 
authenticated by the signature of the president, vice president, 
treasurer, assistant treasurer, chief accounting officer or any other 
officer duly authorized so to act, under the penalties prescribed 
by section 115-38. The fact that an individual’s name is signed 
on the corporation return shall be prima facie evidence that such 
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individual is authorized to sign the return on behalf of the corpo- 
ration. 

The commissioner may grant a reasonable extension of time 
for filing returns under such rules and regulations as he shall 
prescribe. Except in the case of persons who are outside the 
United States, no such extension shall be for more than six 
months. 


Sec. 121-33. Same; place for filing. Returns shall be filed with 
the collector for the taxation division in which is located the legal 
residence or principal place of business of the person making the 
return, or, if such person has no legal residence or principal place, 
of business in the Territory, then with the collector at Honolulu. 


Sec. 121-34. Persons in military service. The collection from 
any person in the military service of any tax on the income of 
such person, whether falling due prior to or during his period of 
military service (which term, as used in this section, shall have 
the same meaning as in the Soldiers’ and Sailors’ Civil Relief Act 
of 1940, as amended), shall be deferred for a period extending not 
more than six months after the termination of his period of 
military service if such person’s ability to pay such tax is materi- 
ally impaired by reason of such service. No interest on any amount 
of tax, collection of which is deferred for any period under this 
section, and no penalty for nonpayment of such amount during 
such period, shall accrue for such period of deferment by reason 
of such nonpayment. The running of any statute of limitations 
against the collection of such tax by distraint or otherwise shall 
be suspended for the period of military service of any individual 
the collection of whose tax is deferred under this section, and for 
an additional period of nine months beginning with the day follow- 
ing the period of military service. 


Sec. 121-35. Federal returns and assessments, when copies are 
required, (a) In prescribing the form of return the commissioner 
may require that a person who is required to file a federal income 
tax return include in his return a reconciliation of the return with 
the person’s federal return, or that he furnish with the return and 
as a part thereof a copy of the federal return. 


(b) It shall be the duty of every person who is required by 
section 121-26 to make a return, to report to the commissioner, 
as to any taxable year governed by the income tax law of 1957, if 
(1) the amount of taxable income as returned to the United States 
is changed, corrected or adjusted by an officer of the United States 
or other competent authority, or (2) a change in taxable income 
results from a renegotiation of a contract with the United States 
or a subcontract thereunder, or (3) a recomputation of the income 
tax imposed by the United States under the Internal Revenue 
Code results from any cause, or (4) an amended income tax return 
is made to the United States. The report shall be made within 
ninety days after the change, correction, adjustment or recom- 
putation is finally determined or the amended return is filed, as the 
case may be, but in any event, even if such change, correction, 
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adjustment or recomputation has not been finally determined or 
the ninety days have not elapsed, such person shall make a report 
thereof to the commissioner at the time of filing his next return 
under this chapter. 


(c) Whenever, in the opinion of the commissioner, it is neces- 
sary to examine any federal income tax return of any taxpayer 
or any determination, assessment, or report related thereto, the 
commissioner may compel the taxpayer to produce for inspection 
a copy of any federal return, copies of all statements and schedules 
in support thereof, and copies of all determinations, assessments 
and reports related thereto. 


Sec. 121-36. Records and special returns. (a) Records. Every 
person liable to any tax imposed by this chapter or for the collec- 
tion or deduction thereof at source, shall keep full, complete, 
regular and accurate books of account in which all his transactions 
shall be entered in regular order; provided that the commissioner 
may, by regulation, provide for the keeping of simpler accounts 
in cases where, by reason of the smallness of the income or other- 
wise, undue hardship or expense will be caused by the keeping of 
full books of account. 


(b) Special returns and statements. Whenever it is necessary, 
in the judgment of the commissioner, he may require any tax- 
payer, or person liable for the collection of deduction of tax at 
source, by notice served upon him, to make such returns or render 
such signed statements as the commissioner deems sufficient to 
show whether or not the taxpayer or other person is liable under 
this chapter. 


Sec. 121-37. Distortion of income. When a taxpayer so con- 
ducts business as either directly or indirectly to benefit stock- 
holders thereof, or any other person interested therein, by selling 
products or the goods or commodities in which he deals at less 
than the fair price that could be obtained for them, or where a 
corporation, a substantial portion of the capital stock of which is 
owned either directly or indirectly by another corporation, 
acquires or disposes of the products of the corporation so owning a 
substantial portion of its stock in such manner as to create a loss 
or improper income to either of the corporations, or where a 
partnership or individual owns an interest in another corporation 
or business either directly or indirectly and acquires and disposes 
of the products of such other business in such manner as to create 
a loss or improper income to either of the businesses, and generally 
in all cases where different forms of business enterprise are used 
in conjunction with one another for the purpose, among others, of 
diverting profits reasonably and properly made by one factor 
agency or segment of the business to another, the commissioner 
shall be authorized to determine the amount of tax upon either 
or both of the enterprises for the taxable year, having due regard 
to the reasonable profits which but for such arrangement, under- 
standing, business device or organization might or could have 
accrued to either or both of such enterprises. 


27 


ACT 1 


28 


Sec. 121-38. Penalties. Penalties and interest shall be added to 
and become part of the tax, when and as provided by sections 
115-43 and 121-31. The penalties and interest provided by section 
115-43 shall apply to employers as well as taxpayers. 


Sec. 121-39. Failure to keep records, render returns, or make 
reports, misdemeanors. (a) Every person required by sections 
121-26, 121-28, 121-29, and 121-31, or any such section, to make a 
declaration of estimated tax or a return, who wilfully fails to make 
such declaration or return at the time or times required by law, or 
wilfully fails to authenticate the declaration or return, if made, 
as required by law, shall be fined not more than $1,000 or im- 
prisoned not more than one year, or both, 


(b) Every person required by section 121-12 (b) or section 
121-35 (b) to make a report, who wilfully fails to make such 
report at the time or times required by law shall be fined not more 
than $1,000 or imprisoned not more than six months, or both. 


(c) Every person required, by regulations duly promulgated 
under section 121-30 or by notice duly served under section 121-36 
(b), to supply any information, who wilfully fails to supply such 
information at the time or times required by the commissioner, 
shall be fined not more than $50 for the first offense and $100 for 
the second and each succeeding offense. 


(d) Every person required by section 121-36 (a) to keep any 
records who wilfully fails to keep such records shall be fined not 
more than $500 or imprisoned not more than six months, or 
both. 


(e) The penalties provided by this section and sections 121-16 
and 121-20 shall apply to any person, whether acting as principal, 
agent, officer or director, for himself, itself or another person, and 
shall apply to each single violation. Such penalties shall be in 
addition to other penalties provided by law. 


Sec. 121-40. Aiding, abetting. Any person wilfully aiding, 
abetting or assisting in any manner whatsoever any person to 
commit an act constituted a misdemeanor by sections 121-16, 
121-20, and 121-39 or any of them shall be guilty of a misdemeanor 
and shall be punished in the manner provided by law for the 
principal offense. 


Sec. 121-41. Procedure upon failure to file return. If any tax- 
payer or employer liable to make and file a return under the 
provisions of this chapter fails, neglects or refuses to make and 
file a return as required within the time prescribed, or declines 
to authenticate a return if made, the commissioner or his deputy 
or any person appointed by the commissioner so to do, shall make 
a return for such taxpayer or employer from the best information 
obtainable and shall levy and assess against such taxpayer or 
employer the tax upon the amount of taxable income, or the tax 
required to be withheld from wages and paid over, as shown by 
such return, to which shall be added the penalties and interest 
provided by section 115-43. Such assessment shall be presumed to 
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be correct until and unless, upon an appeal duly taken as provided 
in this chapter, the contrary shall be clearly proved by such tax- 
payer or employer and the burden of proof upon appeal shall be 
upon the taxpayer or employer to disprove the correctness of the 
assessment. Notice of such assessment shall be given, and an 
appeal therefrom may be taken, in the manner and within the time 
provided in section 121-42 (b) and section 121-46. 


Sec. 121-42. Audit of return; procedure; additional taxes. (a) 
Audit. The commissioner or a responsible person designated by 
him to act in the premises for the purpose of verification or audit 
of a return made by the taxpayer or employer, or for the purpose 
of making a return where none has been made, is authorized and 
empowered to examine all account books, bank books, bank state- 
ments, records, vouchers, copies of federal tax returns, and any 
and all other documents and evidences having any relevancy to the 
determination of the income or wages as required to be returned 
under this chapter, and he may employ his powers under section 
115-11 for such purposes. 


(b) Additional taxes. If the commissioner discovers from the 
examination of the return or otherwise that income, or the liability 
of an employer in respect of wages, or any portion thereof, has not 
been assessed, he may assess the same and give notice to the tax- 
payer or employer of the assessment, and he shall thereupon have 
an opportunity within thirty days to confer with the commissioner 
as to the proposed assessment. After the expiration of thirty days 
from such notification the commissioner shall assess the income of 
the taxpayer, or the liability of the employer in respect of wages, 
or any portion thereof which he believes has not heretofore been 
assessed, and shall give notice to the taxpayer or employer of the 
amount of the tax and interest and penalties if any, and the amount 
thereof shall be paid within twenty days after the date the notice 
was mailed, properly addressed to the taxpayer or employer at 
his last known address or place of business. 


Sec. 121-43. Jeopardy assessments, security for payment, etc. 
The provisions of section 115-29 shall apply to the taxes imposed 
by this chapter, both in respect of taxpayers and employers. 


Sec. 121-44. Credits and refunds. (a) If the taxpayer has paid 
as an installment of the tax more than the amount determined to 
be the correct amount of such installment, the overpayment shall 
be credited against the unpaid installments, if any. If the amount 
already paid, whether or not on the basis of installments, exceeds 
the amount determined to be the correct amount of the tax, the 
amount of the credit shall be refunded as provided in this section ; 
provided that if the person entitled to the refund is delinquent in 
the payment of any tax, the auditor, upon demand of the collector 
and after notice to such delinquent taxpayer, shall withhold the 
amount of such delinquent taxes, together with penalties and 
interest thereon, from the amount of such refund and pay the 
same to the collector. Within the meaning of this paragraph, each 
amount of tax deducted and withheld from a taxpayer’s wages is 
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an installment of taxes paid by the taxpayer. A refund or credit 
shall be made to an employer only to the extent that the amount of 
overpayment claimed by the employer as a credit or refund was 
not deducted and withheld by the employer. 


(b) The provisions of this section do not apply in the case of 
a payment made pursuant to an assessment by the commissioner 
under section 121-41, or section 121-42, paragraph (b). No refund 
or overpayment credit may be had under this section in any event 
unless the original payment of the tax was due to the law having 
been interpreted or applied in respect of the taxpayer concerned 
differently than in respect of the taxpayers generally. As to all 
tax payments for which a refund or credit is not authorized by this 
section (including without prejudice to the generality of the fore- 
going cases of unconstitutionality) the remedies provided by 
appeal or under section 34-24 are exclusive. However, nothing in 
this subsection shall be deemed applicable to a credit or refund 
authorized by sections 121-12, 121-21, or 121-23. 


(c) Any refund earned under this section shall be made upon 
a requisition of the commissioner on the territorial auditor, who 
shall issue his warrant in the form prescribed by section 34-48 on 
the territorial treasurer which shall be paid out of the income tax 
reserve fund in the next succeeding paragraph hereof created. 


(d) There is hereby appropriated, from the general revenues of 
the Territory, not otherwise appropriated, the sum of $7,500 which 
shall be set aside as a special fund to be known as the income tax 
reserve fund, the same to be subject to the warrants of the auditor 
of the Territory, upon the treasurer of the Territory, as in and by 
this chapter provided. The commissioner, in his discretion, from 
time to time, may deposit taxes collected by him under the pro- 
visions of this chapter in the territorial treasury to the credit of the 
income tax reserve fund, so that there shall be maintained at all 
times a fund of $7,500. 


Sec. 121-45. Limitation period for assessment, levy, collection 
or credit. (a) General rule. The amount of income taxes imposed 
by this chapter (also the amount of income taxes imposed by any 
preceding law of the Territory) and the liability of any employer 
in respect of wages, shall be assessed or levied and the overpay- 
ment, if any, shall be credited within five years after filing of the 
final return for the taxable year, or the return for the taxable year, 
as the case may be, and no proceeding in court without assessment 
for the collection of such taxes or the enforcement of such liability 
shall be begun after the expiration of such period. 


(b) Exceptions; fraudulent return or no return. In the case of 
a false or fraudulent return with intent to evade tax or liability, or 
of a failure to file return, the tax or liability may be assessed or 
levied at any time; provided, that in the case of a return claimed 
to be false or fraudulent with intent to evade tax or liability, the 
determination as to such claim must first be made by a judge of 
the circuit court for or in the circuit within which the taxpayer or 
employer has his residence or principal place of business, or if 
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none in the Territory then in the first circuit, upon petition filed 
by the commissioner, which petition and other pleadings and pro- 
ceedings in the matter shall be governed and conducted in accord- 
ance with statutory and other requirements relating to proceed- 
ings in equity, including all rights to appeal allowed in such 
proceedings, and no assessment or levy of the tax or liability after 
the expiration of the five-year period shall be made unless so 
provided in the final decree entered in the proceedings. 


(c) Extension by agreement. Where, before the expiration of 
the time prescribed in paragraph (a) of this section for the assess- 
ment, levy and collection of the tax or liability, both the com- 
missioner and the taxpayer or employer have consented in writing 
to its assessment or levy after such date, the tax or liability may be 
assessed or levied or the overpayment, if any, may be credited at 
any time prior to the expiration of the period previously agreed 
upon. The period so agreed upon may be extended by subsequent 
agreements in writing made before the expiration of the period 
previously agreed upon. 


APPEAL 


Sec. 121-46. Appeals. Any person aggrieved by any assessment 
of the tax or liability imposed by this chapter may appeal from the 
assessment in the manner and within the time hereinafter set 
forth. Appeal may be made either to the divisional board of review 
or to the tax appeal court. 

If the appeal is first made to the board, the appeal shall either 
be heard by the board or be transferred to the tax appeal court for 
hearing at the election of the taxpayer or employer, and if heard 
by the board an appeal shall lie from the decision thereof to the 
tax appeal court and to the supreme court in the manner and with 
the costs provided by chapter 116. The supreme court shall pre- 
scribe forms to be used in such appeals which shall be as nearly 
identical as practicable with the forms prescribed or permitted by 
law in the case of property tax appeals; provided, that such forms 
shall show the amount of taxes or liability upon the basis of the 
taxpayer’s computation of his taxable income or the employer’s 
computation of his liability, the amount upon the basis of the 
assessor’s computation, the amount upon the basis of the decisions 
of the board of review and tax appeal court, if any, and the amount 
in dispute. If or when the appeal is filed with or transferred to the 
tax appeal court, the court shall proceed to hear and determine the 
appeal, subject to appeal to the supreme court as is provided in 
chapter 116. 

Any taxpayer or employer appealing from any assessment of 
income taxes or liability shall lodge with the assessor or assistant 
assessor a notice of the appeal in writing, stating the ground of his 
objection to the additional assessment or any part thereof, which 
notice of appeal shall be filed at any time within twenty days sub- 
sequent to the date when the notice was mailed properly addressed 
to the taxpaver or emplover at his last known residence or place 
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of business. Except as otherwise provided, the manner of taking 
such appeal, the costs applicable thereto, and the hearing and 
disposition thereof, including the distribution of costs and of taxes 
paid by the taxpayer or employer pending the appeal, shall be as 
provided in chapter 116. 


GENERAL PROVISIONS 


Sec. 121-47. Assessments, etc., prima facie proof. The effect 
of the notices of assessments and records prepared by or under the 
authority of the commissioner shall be as set forth in sections 
115-25 and 121-41. 


Sec. 121-48. Disclosure of returns unlawful; penalty. It shall 
be unlawful for any officer or employee of the Territory to make 
known intentionally information imparted by any income tax 
return or estimate made under sections 121-26, 121-28, 121-29 and 
121-31 of this chapter or wilfully to permit any income tax return 
or estimate so made or copy thereof to be seen or examined by any 
person other than the taxpayer or his authorized agent or persons 
duly authorized by the Territory in connection with their official 
duties, except as provided by law, and any offense against the fore- 
going provisions shall be punished by a fine not exceeding $500 
or by imprisonment not exceeding one year, or both. 


Sec. 121-49. Reciprocal supplying of tax information. Notwith- 
standing the provisions of section 121-48, the commissioner may 
permit the secretary of the treasury of the United States, or the 
proper officer of any state or territory imposing an income tax 
upon incomes of persons taxable under this chapter, or the author- 
ized representatives of such federal, state or territorial officer, to 
inspect the income tax returns and estimates of any such person. 
The commissioner may also furnish to such authorized persons an 
abstract of an income tax return or estimate or supply such per- 
sons with information concerning any item of income contained 
in a return or disclosed by the report of an investigation of the 
income or return of a taxpayer. Such permission shall be granted 
or such information furnished to such officer or to his authorized 
representative only if the statutes of the United States, or of such 
state or territory, as the case may be, grant substantially similar 
privileges to the proper officers of the Territory charged with in- 
come tax administration. 


Sec. 121-50. Rules and regulations. Except as otherwise pro- 
vided in this chapter, the commissioner shall prescribe and have 
printed all needful rules and regulations for the enforcement of 
this chapter and such rules and regulations so made shall have the 
force and effect of law if they be not in conflict with the express 
statutory provisions to which the same are applicable. 


Sec. 121-51. Lien on land. The provisions of section 117-39 are 
hereby made applicable to this chapter. For such purpose, em- 
ployers and corporate officers made liable by section 121-19 shall 
be deemed taxpayers. 
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Sec. 121-52. Taxes territorial realizations. All income taxes 
shall be for the use of the Territory and shall be paid into the 
territorial treasury at such times as the treasurer shall direct. 

Sec. 121-53. Severability. If any provision of this chapter, or 
the application thereof to any person or circumstances, is held 
invalid, the remainder of this chapter, and the application of such 
provisions to other persons or circumstances shall not be affected 
thereby.” 

SECTION 3. Chapter 117 of the Revised Laws of Hawaii 1955, as 
amended by Act 34 of the Session Laws of 1957, is hereby amended in the 
following respects: 

(a) Section 117-3 is amended by deleting from the last paragraph the 
words “or from the sale of real property ;" and inserting in lieu thereof 
the following: 

“or, except as otherwise provided, from the sale of land in fee 

simple, improved or unimproved, dividends as defined by chapter 

121;” 

(b) Section 117-4 is deleted. 

(c) Section 117-10 is amended by deleting therefrom “$1,” and 
inserting in lieu thereof the following: 

“$2.50 (except when a $1 fee is prescribed by section 117-11)”. 

(d) Section 117-11 is amended by adding to the first paragraph of the 
proviso, designated (a), the following sentence: 

“All persons who are entitled to the protection of this paragraph 

further shall be entitled to a license under section 117-10, and an 

annual renewal under this section, upon payment of the sum of $1 
for each license or renewal and without payment of the additional 

fee required by section 117-14.6.” 

(e) Section 117-14, subsection (a) (1), is amended as follows: 

(1) By deleting from the second paragraph the word “canneries” and 
inserting in lieu thereof the following: 

“pineapple canneries (including canning of pineapple juice)”. 

(2) By deleting from the second paragraph the words “one and one- 
half per cent” and inserting in lieu thereof the following: 

“one per cent". 

(f) Section 117-14, subsection (a), is further amended by deleting the 
numbered paragraphs (3) and (4) and inserting in lieu thereof the fol- 
lowing: 

"(3) If any person liable for the tax on manufacturers shall 
ship or transport his products, or any part thereof, out of the 
Territory, whether in a finished or unfinished condition, or shall 
sell the same for delivery outside of the Territory (for example, 
consigned to a mainland purchaser via common carrier f.o.b. 
Honolulu), the value of the products in the condition or form in 
which they exist immediately before entering interstate or foreign 
commerce, determined as hereinafter provided, shall be the basis 
for the assessment of the tax imposed by this subsection. This tax 
Shall be due and payable as of the date of entry of such products 
into interstate or foreign commerce, whether the products are then 
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sold or not. The commissioner shall determine the basis for assess- 
ment, as provided by this paragraph, as follows: 


(i) If the products at the time of their entry into inter- 
state or foreign commerce already have been sold, the gross 
proceeds of sale, less the transportation expenses, if any, in- 
curred in realizing the gross proceeds for transportation 
from the time of entry of the products into interstate or 
foreign commerce, including insurance and storage in 
transit, are the measure of the value of the products. 


(ii) If the products have not been sold at the time of 
their entry into interstate or foreign commerce, and in cases 
governed by paragraph (i) in which the products are sold 
under circumstances such that the gross proceeds of sale 
are not indicative of the true value of the products, the 
value of the products constituting the basis for assessment 
shall correspond as nearly as possible to the gross proceeds 
of sales for delivery outside the Territory, adjusted as pro- 
vided in paragraph (i), or if sufficient data are not available, 
sales in the Territory, of similar products of like quality and 
character and in similar quantities, made by the tax- 
payer (unless not indicative of the true value) or by others. 
Sales outside the Territory, adjusted as provided in para- 
graph (i), may be considered when they constitute the best 
available data. The commissioner shall prescribe uniform 
and equitable rules for ascertaining such values. 


(ii) At the election of the taxpayer and with the ap- 
proval of the tax commissioner, the taxpayer may make his 
returns under paragraph (1) even though the products have 
not been sold at the time of their entry into interstate or 
foreign commerce. 


(iv) In all cases in which products leave the Territory 
in an unfinished condition the basis for assessment shall be 
adjusted so as to deduct such portion of the value as is 
attributable to the finishing of the goods outside the Terri- 
tory. 


(4) Notwithstanding any other provision of this subsection, 
in the case of a manufacturer liable to tax at the two and one-half 
per cent rate who shall ship or transport his products, or any 
part thereof, out of the Territory, whether in a finished or un- 
finished condition, or shall sell the same for delivery outside of 
the Territory (for example, consigned to a mainland purchaser 
via common carrier f.o.b Honolulu), the basis for the assess- 
ment of the tax shall not exceed the price at which such products 
are sold or offered for sale by the manufacturer, less all transporta- 
tion, selling and distribution expenses of the manuíacturer in- 
curred or reasonably required to be incurred with respect thereto 
and a reasonable allowance for contingencies and for normal 
return attributable to the marketing of such products." 


(g) Section 117-14, subsection (b) (1), is amended as follows: 
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(1) By deleting the words “two and one-half per cent” and inserting 
in lieu thereof the following: 

"three and one-half per cent", 

(2) By deleting the words “one per cent" and inserting in lieu thereof 
the following: 

"three-quarters of one per cent". 

(3) By deleting the words "one and one-half per cent" and inserting 
in lieu thereof the following: 

“one per cent". 

(h) Section 117-14, subsection (b) (1), is further amended by insert- 
ing after the words "provided, that" the following: 

“insofar as certain retailing is taxed by section 117-14.6, the tax 

shall be that levied by section 117-14.6, and". 

(i) Section 117-14, subsection (b), as amended by Act 34 of the Ses- 
sion Laws of 1957, is further amended by deleting from paragraph (4) 
thereof the words "this subsection and subsection (a).", appearing at 
the end of the paragraph, and inserting in lieu thereof the following: 

"this subsection, subsection (a), and section 117-14.6." 

(j) Section 117-14, subsection (b), is further amended by adding 
thereto a new paragraph to be appropriately numbered and to read as 
follows: 

“(16]) The commissioner, by regulation, may provide that a 
seller may take from the purchaser of tangible personal property 

a certificate, in such form as the commissioner shall prescribe, 

certifying that the sale is a sale at wholesale. If such certificate 

is so provided for by regulation of the commissioner: (a) any 

purchaser who shall furnish such a certificate shall be obligated to 

pay to the seller, upon demand, if the sale in fact is not at whole- 
sale, the amount of the additional tax which by reason thereof is 
imposed upon the seller; and (b) the absence of such a certificate 
shall, unless the sales of the business are exclusively at wholesale, 

in itself give rise to the presumption that the sale is not at whole- 

sale." 

(k) Section 117-14, subsection (c) (1), is amended by deleting there- 
from the words "two and one-half per cent" and inserting in lieu thereof 
the words: 

"three and one-half per cent". 

(1) Section 117-14, subsection (c) (1), is further amended by chang- 
ing the period at the end of the first sentence to a semicolon and adding 
the following: 

"provided, that insofar as the business of contracting is taxed by 

section 117-14.6, which relates to certain retailing, the tax shall 

be that levied by section 117-14.6." 

(m) Section 117-14, subsection (c) (2), is amended as follows: 

(1) By inserting after the words "In computing the tax levied under 
this subsection (c)" and before the comma, the following: 

“or section 117-14.6". 

(2) By deleting the words “under subsection (c) (1) on another tax- 
payer,” and inserting in lieu thereof the following: 
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“under subsection (c) (1) or section 117-14.6, on another taxpayer 
who is a contractor, as defined, in respect of his business as such,”. 


(n) Section 117-14 is amended by adding to subsection (c) a new para- 
graph to read as follows: 


"(4) A person who, as a business or as a part of a business in 
which he is engaged, erects, constructs, or improves any building 
or structure, of any kind or description, or makes, constructs or 
improves any road, street, sidewalk, sewer or water system, or 
other improvements on land held by him (whether held as a lease- 
hold, fee simple, or otherwise), shall upon the sale or other disposi- 
tion of the land or improvements, even if the work was not done 
pursuant to a contract, be liable to the same tax as if engaged in 
the business of contracting, unless he shall show that at the time he 
was engaged in making such improvements it was, and for the 
period of at least one year after completion of the building, struc- 
ture or other improvements, it continued to be his purpose to hold 
and not to sell or otherwise dispose of the land or improvements. 
The tax in respect of such improvements shall be measured by the 
amount of the proceeds of such sale or other disposition that is 
attributable to the erection, construction or improvement of such 
building or structure, or the making, constructing or improving 
of such road, street, sidewalk, sewer or water system, or other im- 
provements. The measure of tax in respect of the improvements 
shall not exceed the amount which would have been taxable had 
such work been performed by another, subject as in other cases to 
the deductions allowed by paragraph (2) of this subsection. Upon 
the election of the taxpayer this paragraph may be applied notwith- 
standing the improvements were not made by the taxpayer, or were 
not made as or as a part of a business, or were made with the inten- 
tion of holding the same. However, this paragraph shall not apply 
in respect of any proceeds that constitute or are in the nature of 
rent; all such gross income shall be taxable under subsection (h)." 
(o) Section 117-14, subsection (d), is amended by deleting therefrom 

the words "two and one-half per cent" and inserting in lieu thereof the 
following: 
"three and one-half per cent". 


(p) Section 117-14, subsection (e), is amended by deleting therefrom 
the words “two and one-half per cent" and inserting in lieu thereof the 
following: 

"three and one-half per cent". 


(q) Section 117-14, subsection (f), is amended by deleting therefrom 
the words "two and one-half per cent" and inserting in lieu thereof the 
following: 

"three and one-half per cent". 


(r) Section 117-14, subsection (g), is amended by deleting therefrom 
the words "two and one-half per cent" and inserting in lieu thereof the 
following: 

"three and one-half per cent". 


(s) Section 117-14, subsection (h), is amended by deleting therefrom 
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the words “two and one-half per cent” and inserting in lieu thereof the 
following: 
“three and one-half per cent”. 


(t) Section 117-14.5 is amended by deleting therefrom the words “two 
and one-half per cent” and inserting in lieu thereof the following: 
“three and one-half per cent”. 


(u) A new section, to be numbered 117-14.6, is hereby inserted, to read 
as follows: 


“Sec. 117-14.6. Tax on certain retailing. (a) This section relates 
to certain retailing in the Territory, as follows: 


(1) This section relates to the sale of tangible personal property, 
for consumption or use by the purchaser and not for resale, the 
renting of tangible personal property, and the rendering of services 
by one engaged in a service business or calling, as defined, to a 
person who is not purchasing the services for resale, but does not 
relate to the sale or rental of tangible personal property or the ren- 
dering of services to the Territory, its political subdivision or 
agencies or instrumentalities of the Territory or a political subdivi- 
sion, or to the United States or its agencies or instrumentalities, or 
to a corporation, organization or other person designated in section 
117-20 who is not subject to the tax imposed by this chapter, or to 
a person licensed under this chapter in connection with his business. 


(2) This section relates to the business of a contractor, as de- 
fined, but does not relate to contracting with, or any gross income 
or proceeds of a subcontractor if the principal contract is with, the 
Territory, its political subdivisions, or agencies or instrumentalities 
of the Territory or a political subdivision, or with the United States 
or its agencies or instrumentalities, or with a person designated in 
section 117-20 who is not subject to the tax imposed by this chapter, 
or with a person licensed under this chapter in connection with his 
business. 


(3) This section relates to furnishing of transient accommoda- 
tions in a hotel, apartment hotel, or other place in which lodgings 
are regularly furnished to transients for a consideration which in- 
cludes the rendering of services. 


(b) There is hereby levied, and shall be assessed and collected 
annually, a privilege tax against persons engaging or continuing 
within the Territory in the retailing to which this section relates, on 
account of such retailing activities, as set forth in subsection (a), 
equal to three and one-half per cent of the gross proceeds of sale 
or gross income received or derived from such retailing. Persons on 
whom a tax is imposed by this section hereinafter are called ‘re- 
tailers’, 


(c) Every person upon whom a tax is levied by this section shall 
inform the tax commissioner, at the time of obtaining his license, 
or at the time of renewal thereof, that he is engaged in a retailing 
activity to which this section relates, and the same shall be noted 
upon the license. If a taxpayer, after obtaining his license, or a 
renewal thereof, engages in a retailing activity to which this section 
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relates, he having been previously not engaged in any such activity, 

he thereupon shall submit his license to the tax commissioner for 

the making of an appropriate notation thereon. In addition to the 

fees prescribed by section 117-10, except as otherwise provided by 
section 117-11, there shall be paid by the retailer, at the time that 

the notation upon his license hereby required is made, a fee of 50 

cents. Any person who by this subsection is required to have noted 

on his license that he is engaged in a retailing activity to which this 

section relates and who fails to do so, shall be subject to the pro- 

visions of section 117-43 the same as if he had no license. 

(d) No retailer shall advertise or hold out to the public in any 
manner, directly or indirectly, that the tax imposed by this section 
is not considered as an element in the price to the consumer. Any 
person violating the provisions of this subsection shall be fined not 
more than $50 for each offense. 

(e) The provisions of this section shall not cause the tax upon a 
taxpayer, with respect to any item of his gross income, to exceed 
three and one-half per cent." 

(v) Section 117-16, subsection (c), is amended as follows: 

(1) By deleting therefrom the words "one per cent" and inserting in 
lieu thereof the following: 

"three-quarters of one per cent". 

(2) By deleting therefrom the words “two and one-half per cent" and 
inserting in lieu thereof the following: 

"three and one-half per cent". 

(3) By inserting after the words “under subsection (f) of section 117- 
14," the following: 

“or levied on him as a retailer of services under section 117-14.6." 

(w) Section 117-16, subsection (d), is amended by deleting therefrom 
the words “one per cent" and inserting in lieu thereof the following: 

"three-quarters of one per cent". 

(x) Section 117-16, subsection (e), is amended by inserting a comma 
after the words "subsection (f) of section 117-14" and adding after the 
comma the following: 

*or under section 117-14.6,". 

(y) Section 117-20 1s amended by amending the paragraph designated 
(b) to read as follows: 

“Banks taxable under the provisions of chapter 127 ;" 

(z) Section 117-20 is further amended by amending the paragraph 
designated (k) to read as follows: 

“(k) Building and loan associations taxable under the pro- 
visions of chapter 127 ;” 


SECTION 4. Chapter 118 of the Revised Laws of Hawaii 1955 is 
hereby amended by amending section 118-2 by deleting from paragraph 
(b) thereof the words "one per cent" and inserting in lieu thereof the 
following: 

"three-quarters of one per cent". 

SECTION 5. Chapter 119 of the Revised Laws of Hawaii 1955, as 
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amended by Act 34 of the Session Laws of 1957, is hereby amended by 
amending section 119-4 by deleting therefrom the words “two and one- 
half per cent” and inserting in lieu thereof the following: 

“three and one-half per cent”. 


SECTION 6. Chapter 122 of the Revised Laws of Hawaii 1955 is 
amended as follows: 


(a) Section 122-3 is amended by adding thereto the following para- 
graph: 

“When funeral expenses, costs of administration or other 
charges against the estate of a decedent are not allocable to a 
particular property or transfer and are deductible from the estate 
of the decedent, there shall be included in the estate for this pur- 
pose any amount of property which, pursuant to this section, is 
deemed a taxable transfer.” 


(b) Section 122-4 is amended by amending paragraph (c) to read as 
follows: 


"(c) In any case of an allowance made pursuant to section 
317-21, to the extent of any payments made out of principal, 
provided, that for the purposes of the tax imposed by sections 122-2 
to 122-6, payments of such allowance shall be deemed to have been 
made out of principal only if and to the extent that the income of 
the estate accruing after death is insufficient to pay the same.” 

(c) Section 122-5 is amended to read as follows: 


“Sec. 122-5. Rates; exempt amount. When the beneficial inter- 
est in any property or income therefrom passes as above provided 
to or for the use of decedent’s surviving spouse, the rate of the tax 
shall be at the following percentage rate of the market value of such 
property, received by such person in excess of $20,000, viz: 


2 per cent on amounts between ul... $ 20,000 and $ 35,000. 
3 per cent on amounts between ......... 35,000and 50,000. 
4 per cent on amounts between ...XX 50,000 and 100,000. 
5 per cent on amounts between ......... ee 100,000 and 250,000. 
6 per cent on amounts over LX Xa 250,000. 


When the beneficial interest in any property or income there- 
from passes as above provided to or for the use of decedent's father, 
mother, child, grandchild, or any child adopted as such in con- 
formity with the laws of the Territory, the rate of the tax shali be 
at the following percentage rate of the market value of such prop- 
erty, received by each person in excess of $5,000, viz: 


114 per cent on amounts between ...........-....... $ 5,000 and $ 20,000. 
3 percent on amounts between -.................. 20,000 and 50,000. 
415 per cent on amounts between .........-.....-.... 50,000 and 100,000. 
6 per cent on amounts between LL 100,000 and 250,000. 
7V$ per cent on amounts over «ss. 250,000. 


In all other cases, the rate of tax on the market value of such 
property in excess of $500 shall be as follows, viz : 


39 


ACT 1 1957 TAX ACT 


i 355 per cent on amounts between „~.u... $ S00and$ 5,000. 
.6 percent on amounts between ...............--.-- 5,000 and 20,000. 
7 per cent on amounts between .................--- 20,000 and 50,000. 
8 percent on amounts between ...............----- 50,000 and 100,000. 

9 per cent on amounts over .............ssss 100,000." 


(d) Section 122-17 is amended by deleting from the first sentence 
thereof the following words and punctuation: 

“if the tax is paid within twelve months from the date of death, 

a discount of five per cent shall be allowed and deducted from the 

tax, and" 

SECTION 7. Chapter 124 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 

(a) Section 124-2 is amended as follows: 

(1) By deleting from subsection (b) the figure “$1” and inserting in 
lieu thereof the following: 

“$2.50”. 

(2) By deleting from subsection (c) the figure “$1” and inserting in 


lieu thereof the following: 
“$2.50”. 


(b) Section 124-4 is amended by deleting therefrom the words 
“twelve per cent of the wholesale price” and inserting in lieu thereof the 
following: 

“sixteen per cent of the wholesale price”. 


SECTION 8. Chapter 125 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 


(a) Section 125-2 is amended by deleting from the second paragraph 
the figure "$1" and inserting in lieu thereof the following: 

"$2.50". 

(b) Section 125-3 is amended by deleting the first two sentences end- 
ing at the bottom of page T-125 of the Revised Laws of Hawaii 1955, and 
inserting in lieu thereof the following: 

"Every wholesaler or dealer shall, in addition to any other taxes 

provided by law, pay an excise tax, which is hereby imposed upon 
i the sale or use of tobacco products, equal to twenty per cent of the 
- wholesale price of each article or item of tobacco products sold by 

him, whether or not sold at wholesale, or if not sold then at the 
same rate upon the use by him." 


SECTION 9. Chapter 126 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 

(a) Section 126-1 is amended by adding thereto the following: 

*However, this section shall not be deemed to exempt any public 

utility from employment taxes, or taxes imposed upon the pur- 

chase or use of tangible personal property, other than ad valorem 
taxes." 

(b) Section 126-2 is amended by inserting in the second sentence, in 
clause (b), after the words "actual amount of income taxes", a comma 
and the following: 

“federal and territorial,". 
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(c) Section 126-5 is amended by inserting in the first line after the 
words “rate, how determined.” the following: 

“Cay”. 

(d) Section 126-5 is further amended by deleting from the second 
paragraph the first two lines and part of the third line, ending with the 
semicolon, and inserting in lieu thereof the following: 

“Tf the ratio of the net income of the company to its gross income 

is fifteen per cent or less, the rate of the tax on gross income shall 

be five and one-half per cent ;". 


(e) Section 126-5 is further amended by deleting the formula and the 
proviso which constitute the last three lines of the section, and inserting 
in lieu thereof the following: 

"x = (145 + 25r)%; 

provided, that in no case governed by the formula shall ‘x’ be less 

than five and one-half per cent". 


(f) Section 126-5 is further amended by adding a new subsection to 
read as follows: 

"(b) Notwithstanding subsection (a), the rate of the tax upon 
the portion of the gross income of a carrier of passengers by land 
which consists in passenger fares for transportation between 
points on a scheduled route, shall be five per cent. However, if 
such carrier has other public utility gross income the fares never- 
theless shall be included in applying subsection (a) in determining 
the rate of tax upon the other public utility gross income." 


SECTION 10. (a) Chapter 127 of the Revised Laws of Hawaii 1955 
is hereby amended to read as follows: 


"CHAPTER 127. TAXATION OF BANKS AND OTHER 
FINANCIAL CORPORATIONS. 


Sec. 127-1. Definitions. As used in this chapter unless a differ- 
ent meaning appears from the context: 


'Bank' means and includes any national banking association, 
any bank organized under the laws of the Territory, and any 
other corporation doing a banking business within the Territory 
under the authority of chapter 178. 


‘Building and loan association’ means any corporation subject 
to the provisions of chapter 180, and any federal savings and loan 
association. 

‘Financial corporation’ means any corporation domestic or 
foreign, other than a bank or building and loan association, which is 
a financial corporation within the meaning of section 5219 of the 
Revised Statutes of the United States, as amended (12 U.S.C. 548), 
or other similar law, doing business in the Territory and not sub- 
ject to the taxes imposed by chapters 117 and 121, or not subject 
to one of said taxes, but shall not include an insurance company 
which pays the tax on premiums imposed by chapter 181. 

'Income year' means that year, either the calendar year or 
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fiscal year, the income of which is the measure of the tax for the 
franchise tax year involved. 


Sec. 127-2. Imposition of tax on national banking associations; 
construction; exemption from other taxes, except real property 
tax. (a) Every national banking association located in the Terri- 
tory shall annually, as of January 1, pay a franchise tax according 
to, or measured by, its net income, to be computed as provided in 
section 127-4, at the rate there prescribed. The Territory is hereby 
adopting method numbered (4), authorized by section 5219, 
Revised Statutes of the United States, as amended (12 U.S.C. 548), 
or other similar law. 


(b) The tax imposed by this chapter shall be in lieu of all other 
taxes imposed by the Territory or any political subdivision thereof 
on national banking associations, or on their activities, property, 
income, shares or dividends, except taxes which, by authority of 
the Congress of the United States, may be imposed in addition 
to those authorized by the above cited section 5219 of the Revised 
Statutes, as other similar law; provided, that nothing in this chap- 
ter shall be construed to exempt the real property of national 
banking associations from taxation to the same extent, according 
to its value, as other real property is taxed, or to preclude the 
inclusion of the dividends from national banking associations in 
the income of individuals taxable under chapter 121 to the same 
extent as are included dividends from domestic corporations. 


(c) If the tax imposed by this chapter at the rate provided in 
section 127-4 is, for any year, higher than is authorized by law, 
then in such event the rate of the tax imposed by this chapter 
shall, for national banking associations only, be reduced for that 
year to such per cent (to be computed to the nearest hundredth 
of one per cent) as will cause the amount of the tax imposed on 
national banking associations under this chapter not to exceed 
the authorized amount. 


Sec. 127-3. Imposition of tax on other banks, building and loan 
associations and financial corporations. Every bank, other than 
a national banking association, and every building and loan asso- 
ciation and financial corporation, located or doing business in the 
Territory, shall annually, as of January 1, pay a franchise tax 
measured as, and at the rate, provided in section 127-4, 


Sec. 127-4. Measure and rate of tax. (a) The measure of the 
tax imposed by this chapter is the entire net income from all 
sources for the calendar year preceding January 1, or in the case of 
a taxpayer operating on a fiscal year basis, for the fiscal year in 
which January 1 occurs. The tax imposed by this chapter is hereby 
fixed at ten per cent thereof. 

(b) The ‘entire net income from all sources’ shall be deter- 
mined in the same manner as the ‘taxable income’ of a corporation, 
as provided by chapter 121, with the following changes and adjust- 
ments: 

(1) There is included in gross income interest received upon 
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the obligations of the United States or its possessions, or upon 
securities issued under the authority of an Act of Congress, or 
upon state, territorial, municipal, county, or other bonds or 
securities whether or not the income from such obligations, bonds 
or securities, is tax free. Section 121-5, subsection (a), clauses 
(1), (6) and (7) do not apply. 

(2) Section 121-2, subsections (c), (d) and (e) do not apply. 

(3) In lieu of section 121-3, it is provided that there shall be 


excluded the gross income from property owned, trade or business 
carried on, and other sources outside the Territory. 


(4) Section 121-4 does not apply. The income excluded pur- 
suant to paragraph (3) shall be determined by an allocation and 
separate accounting. Losses from property owned outside the 
Territory and from other sources outside the Territory shall not 
be deducted. Reserves shall be allocated to the Territory by the 
application of a fraction, the numerator of which consists of the 
gross income included in determining the ‘entire net income from 
all sources’ pursuant to this chapter and the denominator of which 
consists in the gross income similarly ascertained but without 
regard to whether from sources within or without the Territory. 


(5) Deductions connected with income which by this chapter 
is required to be included in the computation of net income shall 
be allowed, but deductions connected with income which by this 
chapter is not to be included in the computation of net income 
shall not be allowed. Section 121-5, subsection (e), clause (1) does 
not apply. 


(6) One half of such amount of capital gain as, under the 
Internal Revenue Code, is entitled to the alternative tax treat- 
ment, is deductible in the determination of net income. 


(7) Section 166 of the Internal Revenue Code does not apply, 
except the provisions as to the basis for determining the amount 
of the deduction for a bad debt. Section 593 of the Internal 
Revenue Code does not apply. In lieu of the cited sections of the 
Internal Revenue Code, debts ascertained to be worthless and 
charged off on the books of the taxpayer within the income year 
may be deducted, or in the discretion of the commissioner a reason- 
able addition to a reserve for bad debts; provided, that when 
satisfied that a debt is recoverable only in part, the commissioner 
may allow such debt to be charged off in part. 


(8) Federal income taxes upon income derived or received 
from sources in the Territory may be deducted. 

(9) In the case of any life insurance company (as defined by 
the Internal Revenue Code), which is determined to be a financial 
corporation as defined by this chapter, sections 802, 804 and 818 of 
the Internal Revenue Code do not apply. The total of the de- 
ductions allowed by sections 805 and 812 of the Internal Revenue 
Code shall not exceed the amount of the required interest, as 
defined by section 805, subsections (c) and (d), of the Internal 
Revenue Code. 
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Sec. 127-5. Returns; payment of tax. Returns made on the 
basis of the calendar year shall be made and filed, and the tax 
imposed by this chapter shall be paid, on or before April 20 follow- 
ing the close of the calendar year. Returns made on the basis of a 
fiscal year shall be made and filed, and in such case the tax imposed 
by this chapter shall be paid, on or before the twentieth day of 
the fourth month following the close of the fiscal year. 

A taxpayer may elect to pay the tax in four equal installments, 
in which case the first installment shall be paid on the date pre- 
scribed for the payment of the tax, the second installment shall be 
paid on the twentieth day of the second month, the third install- 
ment on the twentieth day of the fifth month and the fourth install- 
ment on the twentieth day of the eighth month after such date. 


Sec. 127-6. Chapter 121, applicable. All of the provisions of 
chapter 121 not inconsistent with the provisions of this chapter, 
and which may be appropriately applied to the taxes, persons, 
circumstances and situations involved in this chapter, including 
without prejudice to the generality of the foregoing, sections 
121-25, 121-32, 121-33, and 121-35 to 121-50 inclusive, shall be 
applicable to the taxes imposed by this chapter, and to the assess- 
ment and collection thereof. Any tax refund payable under section 
121-44, hereby made applicable to the taxes imposed by this 
chapter, shall be made out of current tax collections under this 
chapter or chapter 121, whichever are available therefor. 


Sec. 127-7. Disposition of funds. All taxes collected under the 
provisions of this chapter shall be territorial realizations.” 

(b) Section 178-38 of the Revised Laws of Hawaii 1955 is 
hereby amended by deleting the first sentence thereof. 


SECTION 11. Chapter 181 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 


(a) Section 181-312 is amended by changing the period at the end of 
the first sentence to a comma and adding the following after the comma: 
“together with such other information as may be required by the 
commissioner in order to determine the taxability of premiums.” 


(b) Section 181-313, subsection (a), is amended by deleting the first 
three lines and part of the fourth, ending with the words “the gross 
premiums received”, and inserting in lieu thereof the following: 

“Each authorized insurer, except life insurers and ocean marine 

insurers, shall pay to the treasurer, through the commissioner, in 

the case of domestic insurers a tax of two and one-quarter per cent, 
and in the case of other insurers a tax of three and one-quarter per 
cent, on the gross premiums received”. 


(c) Section 181-313, subsection (a), is further amended by deleting 
the word “company” which appears at the end of the subsection and 
inserting in lieu thereof the word “insurer”. 


(d) Section 181-313, subsection (a) is further amended by adding 
thereto the following paragraph: 
“All premiums written, procured or received in the Territory 
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shall be presumed to have been from risks or property resident, 
situated, or located within the Territory. This presumption may 
be rebutted as to any premium: (a) by showing that it has been 
properly allocated or apportioned and reported as a taxable pre- 
mium of another state or other appropriate taxing authority; (b) 
by facts as to the residence, situation or location of the risks or 
property, conclusively showing the non-taxability of the premium.” 


(e) Section 181-313, subsection (b) is amended by deleting the first 
two lines and part of the third, ending with the words “from all risks 
resident” and inserting in lieu thereof the following: 

“Each life insurer shall pay to the treasurer, through the com- 
missioner, in the case of domestic insurers a tax of one and one- 
half per cent, and in the case of other insurers a tax of two and 
one-half per cent, on the gross premiums received from all risks 
resident”. 


(f) Section 181-313, subsection (b), is further amended by deleting 
the word "company" which appears at the end of the subsection and 
inserting in lieu thereof the word "insurer". 


(g) Section 181-313, subsection (b), is further amended by adding 
thereto the following paragraph: 

"The tax also shall apply to premiums for insurance written 
on individuals residing outside the Territory unless the direct 
writing insurer shall show the payment of a comparable tax to 
another appropriate taxing authority. Such showing may be 
required as to any premium written, procured or received in the 
"Territory." 


(h) Section 181-313, subsection (c), is amended by deleting the first 
sentence and inserting in lieu thereof the following: 

"Each insurer shall, with respect to all ocean marine insurance 
contracts written within the Territory, during the year ending on 
the preceding thirty-first day of December, pay to the treasurer 
through the commissioner a tax of three-quarters of one per cent 
on its gross underwriting profit." 


(1) Section 181-313 is further amended by adding, between sub- 
sections (c) and (d), a new subsection to be designated "(d)" and to 
read as follows: 

"(d) No return premium shall be deductible unless the original 
gross premium, or an adjustment thereof, in an amount equal to or 

in excess of the return premium, shall have been concurrently or 

previously reported as taxable under this section or a prior similar 

law of the Territory." 

(j) The present subsection (d) of section 181-313 is redesignated 
“(e)”, and the present subsection “(e)”, which was added by Act 226 of 
the Session Laws of 1953, is deleted. 

(k) Section 181-315 is amended by deleting therefrom the words 
"except taxes on real property" and inserting in lieu thereof the follow- 
ing: 

"except as expressly otherwise provided, and excepting also taxes 
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on real property, and taxes on the purchase, use or ownership of 
tangible personal property. Nothing herein shall be deemed to 
exempt insurers from liability for withholding taxes payable by 
their employees and paying the same to the proper collection 
officers, or from keeping such records, and making such returns 
and reports, as may be required in the case of other persons en- 
joying tax exemption.” 
(1) Chapter 181 is further amended by adding thereto a new section 
181-316 to read as follows: 


“Sec. 181-316. Reports to tax commissioner. The insurance 
commissioner shall promptly report to the tax commissioner all 
amounts of taxes collected under sections 181-312 through 181-315 
and section 181-333 and all amounts of refunds of such taxes made 
under section 181-314.” 


(m) Section 181-333, subsection (a), is amended so that the first 
sentence shall read as follows: 
“On or before the fifteenth day of April of each year each sur- 
plus line broker shall pay to the treasurer of the Territory, through 
the commissioner, a tax on premiums.” 


SECTION 12. Section 185-19 of chapter 185, Revised Laws of 
Hawaii 1955, is hereby amended by deleting from the fifth line the word 
“except” and inserting in lieu thereof “exempt”. 


SECTION 13. Chapter 116 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 

(a) There is added thereto a new section 116-2.1 to read as follows: 

“Sec. 116-2.1. Grounds of appeal, real property taxes. In the 
case of a real property tax appeal, no taxpayer shall be deemed 
aggrieved by an assessment, nor shall an assessment be lowered or 

an exemption allowed, unless there is shown (1) assessment of 

the property in excess of its one hundred per cent fair market value, 

or (2) lack of uniformity or inequality, brought about by illegality 

of the methods used or error in the application of the methods to 

the property involved, or (3) denial of an exemption to which the 

taxpayer is entitled and for which he has qualified, or (4) illegality, 

on any ground arising under the Constitution or laws of the United 

States or the laws of the Territory (in addition to the ground of 

illegality of the methods used, mentioned in clause (2) ).” 

(b) Section 116-3 is amended as follows: 

(1) The word “three” appearing in the third line thereof is changed 
to “five”. 

(2) The fourth sentence is amended by inserting after the words 
“December 31, 1935” and the comma, “and of the two members to take 
office as of January 1, 1958, one for the term expiring December 31, 1959, 
and one for a term expiring December 31, 1960,”. 

(c) Section 116-4 is amended to read as follows: 

“Sec. 116-4. Boards of reviews; duties, powers, procedure 
before. (a) The board of review for each division shall hear 
informally all disputes between the assessor and any taxpayer in 
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all cases in which appeals have been duly taken and the fact that 
a notice of appeal has been duly filed by a taxpayer shall be con- 
clusive evidence of the existence of a dispute; provided, that this 
provision shall not be construed to permit a taxpayer to dispute 
an assessment to the extent that it is in accordance with his return. 


(b) Each board shall hold public meetings at some central 
location in its taxation division, commencing not later than April 
20 of each year and shall hear, as speedily as possible, all appeals 
presented for each year. Each board shall have the power and 
authority to decide all questions of fact and all questions of law, 
excepting questions involving the Constitution or laws of the 
United States, necessary to the determination of the objections 
raised by the taxpayer in his notice of appeal, provided, that no 
board shall have power to determine or declare an assessment 
illegal or void. Without prejudice to the generality of the fore- 
going, each board shall have power to allow or disallow exemp- 
tions pursuant to law whether or not previously allowed or dis- 
allowed by the assessor and to increase or lower any assessment. 


(c) The board shall base its decision on the evidence before it, 
and, as provided in section 115-25, the assessment made by the 
assessor shall be deemed prima facie correct. Assessments for the 
same year upon other similar property situated in the Territory 
shall be received in evidence upon the hearing. In increasing or 
lowering any real property assessment the board shall be governed 
by the provisions of chapter 128 and section 116-2.1. The board 
shall file with the assessor concerned its decision in writing on 
each appeal decided by it, and a certified copy thereof shall be 
furnished by the assessor forthwith to the taxpayer concerned by 
delivery thereof to him, or by mailing the copy addressed to his 
last known place of residence. 


(d) Upon completion of its review of the property tax appeals 
for the current year, the board shall compile and submit to the 
governor, and shall file with the assessor for the use of the public 
a copy of, a report covering such features of its work as, in the 
opinion of the board, will be useful in attaining the objectives set 
forth in chapter 128. In this report the board shall additionally 
note instances in which, in the opinion of the board, the assessor, 
in the application of the methods selected by him, erred as to a 
particular property or particular properties not brought before the 
board by any appeal, whether such error is deemed to have been 
by way of underassessment or overassessment. Before commenc- 
ing this phase of its work the board shall publish, during the first 
week of September, a notice specifying a period of at least ten days 
within which complaints may be filed by any taxpayer. Each com- 
plaint shall be in writing, shall identify the particular property 
involved, shall state the valuation claimed by the taxpayer and 
the grounds of objection to the assessment, and shall be filed 
with the assessor who shall transmit the same to the board. Not 
earlier than one week after the close of the period allowed for filing 
complaints the board shall hear the same, after first giving reason- 
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able notice of the hearing to all interested taxpayers and the 
assessor. Like notice and hearing shall be given in order for the 
board to include in its report any other property not brought before 
it by an appeal. The board may proceed by districts designated 
by their tax map designation, and may from time to time publish 
the notice above provided for as the work proceeds by districts. 

(e) The assessor, in the making of assessments for the succeed- 
ing year, shall give due consideration to the report of the board 
made pursuant to subsection (d). 

(f) Each board and each member thereof in addition to all 
other powers shall also have the power to subpoena witnesses, 
administer oaths, examine books and records and hear and take 
evidence in relation to any subject pending before the board. The 
circuit courts shall have the power, upon request of the boards, to 
enforce by proper proceedings the attendance of witnesses and the 
giving of testimony by them, and the production of books, records 
and papers at the hearings of the boards.” 


(d) Section 116-10 is amended in the following respects: 


(1) By deleting from the first sentence the words “The hearing before 
the tax appeal court shall be a hearing de novo, and each”, and by insert- 
ing in lieu of the deleted words the following: 

“The hearing before the tax appeal court shall be a hearing de 
novo. Irrespective of which party prevails in the board of review 
the assessment as made by the assessor, or if increased by the 
board the assessment as so increased, shall be deemed prima facie 
correct. Each”. 


(2) By inserting a new paragraph to follow the first paragraph and 
to read as follows: 

“The jurisdiction of the tax appeal court is limited to the 
amount of valuation or taxes, as the case may be, in dispute as 
shown on the one hand by the amount claimed by the taxpayer 
and on the other hand by the amount of the assessment, or if 
increased by the board the assessment as so increased.” 

SECTION 14. Chapter 128 of the Revised Laws of Hawaii 1955 is 
hereby amended in the following respects: 
(a) Section 128-2 is amended to read as follows: 


“Sec. 128-2. Tax base and rate. Except as exempted or other- 
wise taxed, all real property in each county shall be subject each 
year to a tax upon its fair market value determined in the manner 
provided by law, at such rate as shall be determined in the manner 
provided in section 129-2. However, the tax commissioner may 
use as the tax base a percentage of fair market value; if he does 
so he shall certify to the board of supervisors the percentage so 
used at the time he furnishes the board the calculations as to the 
tax base pursuant to section 129-2 (e), and if he does not do so he 
shall certify to the board that he has used one hundred per cent 
of fair market value as the tax base. Both as to the calculations 
as to the tax base and also as to the percentage of fair market 
value used as the tax base, the commissioner’s certificate to the 
board shall be conclusive upon the county and further shall be con- 
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clusive insofar as the validity of any tax rate is concerned. 
Whether the commissioner uses as the tax base one hundred per 
cent of fair market value or some other per cent of fair market 
value, no taxpayer shall be deemed aggrieved by an assessment, 
nor shall an assessment be lowered, except upon a ground stated 
in section 116-2.1.” 


(b) Section 128-8 is amended to read as follows: 


“Sec. 128-8. Maps. The commissioner shall provide, for each 
taxation division and district, maps drawn to appropriate scale, 
showing all parcels, blocks, lots or other divisions of land based 
upon ownership, and their areas or dimensions, numbered or other- 
wise designated in a systematic manner for convenience of identi- 
fication, valuation and assessment. Such maps, as far as possible, 
shall show the names of owners of each division of land, and shall 
be revised from time to time as ownerships change and as further 
divisions of parcels occur. The commissioner shall also maintain, 
as and when such information is available, maps showing present 
use, zoning and physical use capabilities of land within each 
taxation division for the guidance of assessors and the information 
of various tax review tribunals and the general public.” 

(c) Section 128-9 is amended to read as follows: 

“Sec. 128-9. Valuation; considerations in fixing. 

(a) The commissioner shall cause the fair market value of all 
taxable real property to be determined and annually assessed as 
provided by law. 

(b) All property shall be valued by appropriate systematic 
methods so selected and applied as to obtain, as far as possible, 
uniform and equalized assessments throughout the Territory. 


(c) So far as practicable, records shall be compiled and kept 
in each division which shall show the methods established, by or 
under the authority of the commissioner, for the determination of 
values. 

(d) In determining values the land in each county shall be 
classified in accordance with its character, upon consideration of 
its highest and best use. A unit of quantity shall be established 
for each class. 

(e) The commissioner shall select and require the use of 
mathematical tables or formulas based upon a suitable unit of 
quantity and designed to determine equitably the effect, upon the 
value, of street or highway frontages, depth from the street or 
highway, shape, street corners, and other physical elements the 
effect of which upon value the commissioner finds feasible to 
determine by means of tables or formulas. These tables or for- 
mulas shall be used for all areas where this can be done appro- 
priately, and in any event as provided in the next paragraph. 

Whenever land has been divided into lots or parcels which are 
used or suitable for use for residential, commercial or other urban 
or village purposes, each such lot or parcel shall be separately 
assessed, and the aforesaid mathematical tables or formulas shall 


49 


ACT 1 1957 TAX ACT 


be used unless this is precluded by the shape of the lots or parcels. 


(f) In determining the value of land, consideration shall be 
given to selling prices and income (including, where available, 
such data relating to the property being assessed and similar data 
for comparable properties), productivity and nature of use (actual 
and potential), the advantage or disadvantage of factors such as 
location, accessibility, transportation facilities, size, shape, topog- 
raphy, quality of soil, water privileges, availability of water and 
its cost, easements and appurtenances, zoning, and further to the 
opinions of persons who may be considered to have special knowl- 
edge of land values, and all other influences, whether similar to 
those listed or not, which fairly and reasonably bear upon the 
question of value. 


(g) All land shall be assessed in accordance with its highest 
and best use, regardless of whether the land concerned is put to 
such use or not. 


(h) Buildings shall be valued each year upon the basis of the 
cost of replacement less depreciation, if any. Age, condition and 
utility or obsolescence shall be considered. The commissioner 
shall determine and require the use of average basic unit replace- 
ment cost factors." 

(d) Chapter 128 is further amended by adding thereto a new section 
128-9.1 to read as follows: 


"Sec. 128-9.1. Water tanks. Any provision to the contrary 
notwithstanding, any tank or other storage receptacle required 
by any government agency to be constructed or installed on any 
taxable real property before water for home and farm use is 
supplied, and any other water tank, owned and used by a real 
property taxpayer for storing water solely for his own domestic 
use, shall be exempted in determining and assessing the value of 
such taxable real property." 


(e) Section 128-10 is amended to read as follows: 

“Sec. 128-10. Non-taxable property. For informative and sta- 
tistical purposes, the commissioner shall cause the value of all 
non-taxable real property to be determined and assessed in the 
same manner provided in section 128-9." 


(f) Section 128-23 of the Revised Laws of Hawaii 1955 is hereby 
amended to read as follows: 


"Sec. 128-23. Returns, made when; form; open to public. 
Whenever the commissioner finds that the filing of returns under 
this paragraph is advisable for the making of assessments and so 
orders, the assessor shall give, to the taxpayers of his division 
during the month of December of the year such order is made, 
public notice (by publication thereof, in English, at least three 
times on different days during the month, in a newspaper of 
general circulation in such division, published in the English 
language) requiring such taxpayers to file with the assessor, on or 
before January 31 of the succeeding year, returns in the manner 
and form required by this section. After such publication of 
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notice, every person owning, or having possession, custody or 
control of, real property in such division, whether entitled to 
exemption or not, shall, during the month of January, file, upon 
forms prescribed by the commissioner and in the manner required 
by such forms, a return signed as provided in section 115-21 setting 
forth the description and location of all real property in the division 
belonging to such person or of which he had possession, custody 
or control on January 1, and setting forth the taxpayer’s opinion 
of the fair market value thereof as of said date of January 1. It 
shall be sufficient to describe his property by setting forth the 
location and a brief description in sufficient detail to identify the 
property. 

Whenever the commissioner shall, in his discretion, determine 
that there are not sufficient evidences of value to form the basis 
of a sound appraisal, for assessment purposes, of the value of the 
real property or real properties, or portions thereof, of any tax- 
payer he may, upon notice of not less than 30 days, require such 
taxpayer to file a return as described in the foregoing paragraph. 

All returns made under this section shall be open to inspection 
by the public, and shall be admissible in evidence against the 
person making the return, in any territorial court in any action 
wherein the value of the real property, or portion thereof, covered 
by the return, may be in dispute. 

Returns made under this section shall be taken into consider- 
ation by the tax assessor in making appraisals for assessment 
purposes ; the opinion of any taxpayer as to fair market value shall 
not be binding upon the assessor, but no taxpayer shall be deemed 
to be aggrieved by any assessment made upon his property which 
is based upon the opinion of value set forth in his return unless 
he shows lack of uniformity or inequality as set forth in section 
116-2.1. 

Failure to file a return required under this section shall render 
the taxpayer liable for payment of an added tax as defined in and 
prescribed by subparagraph (b) (1) of section 115-43." 

(g) Section 128-35 is amended to read as follows: 

"Sec. 128-35. Reassessments. Any property assessed to a per- 
son or persons who did not have record title upon January 1 of 
the tax year for which such assessment is made, may be, and in 
any case where the attempted assessment of property is void or 
so defective as to create no real property tax lien on the property 
and the taxes have not been fully collected such property shall be, 
assessed as omitted property in the manner provided by section 
128-34." 


SECTION 15. (a) Chapter 129 of the Revised Laws of Hawaii 1955 
is hereby amended in the following respects: 
(1) Section 129-2 is amended to read as follows: 


"Sec. 129-2. Real property tax, determination of rate. (a) The 
board of supervisors of each county shall determine the rate at 
which real property in that county shall be taxed for each calendar 
year under section 128-2, by resolution adopted in the manner 
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provided by law relating to resolutions involving the expenditure 
of public money; provided, however, that after introduction of 
such resolution and before final action on the same, a public hear- 
ing shall be held thereon after publication of notice thereof in a 
newspaper of general circulation in the county in which the rate 
is to be fixed, which notice shall be published not less than ten 
days before the hearing and shall set forth the tax rate under con- 
sideration by the board; and provided further, that upon the 
final reading, subsequent to the public hearing, of any resolution 
for the adoption of such rate, the board of supervisors may fix such 
rate at an amount differing from that originally proposed or under 
consideration when the notice of public hearing was published. 
The resolution fixing the tax rate in each county shall be adopted 
on or before May 20 of the year for which property tax revenues 
are to be raised. 


(b) In determining the property tax rate each board shall take 
as the basis for calculation the aggregate value of taxable realty 
within the county as assessed for tax purposes as of April 20 of the 
current year and in all cases where appeals from the commis- 
Sioner's assessment are then unsettled the values used in deter- 
mining the aggregate shall be the value claimed by the taxpayer 
in each case, plus fifty per cent of the value in dispute. 


(c) Such rate shall be expressed in terms of the tax per $1,000 
of assessed value of taxable real property in the county, but shall 
not exceed the following: 


For the City and County of Honolulu ummm $ 16.00 
For the County of Maui ......... eese 18.00 
For the County of Hawaii ............. esses 18.00 
For the County of Kauai ess 18.00 


However, these tax rate limits are exclusive of the amount fixed 
under Sec. 143-21, if any. These tax rate limits shall apply if the 
commissioner, pursuant to Sec. 128-2, certifies to the board that 
he has used as the tax base seventy per cent of fair market value. 
If the commissioner pursuant to Sec. 128-2 certifies to the board 
that he has used as the tax base a lesser per cent of fair market 
value then the limits hereinbefore stated shall be increased pro- 
portionately, and if the commissioner pursuant to Sec. 128-2 
certifies to the board that he has used as the tax base a greater 
per cent of fair market value then the limits hereinbefore stated 
Shall be decreased proportionately, so that in any event the 
applicable rate limit for each county shall be, to the rate limit for 
the county set forth above, as seventy per cent is to the per cent 
of fair market value which the commissioner has certified that he 
has used; provided, that the applicable rate limit for each county 
shall be computed to the nearest cent. 


(d) Upon determination of the tax rate for the calendar year 
in each county, the board shall notify the tax commissioner of the 
rate, and the commissioner shall employ such rate in the levying 
of property taxes in that county under chapter 128. 
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(e) The commissioner shall, on or before April 30 of each year, 
furnish each board with a calculation, certified by him as being as 
nearly accurate as may be, of the aggregate value of taxable prop- 
erty within the county, as set forth in this section, plus such addi- 
tional data relating to the property tax base in the county as the 
board may request of him in writing. 


(f) Insofar as the validity of any tax rate is concerned, the pro- 
visions of subsections (a), (b), and (e) of this section, including 
provisions as to dates, shall be deemed directory and no mere 
informality in employing the procedures thereby prescribed for 
determining a property tax rate shall invalidate that rate. The 
provisions of subsections (c) and (d) shall be deemed mandatory.” 


(2) Sections 129-3, 129-4, and 129-5 are repealed. 


(3) Chapter 129 is further amended by inserting a new section 
129-5.1 to read as follows: 

“Sec. 129-5.1. Territorial requirements. (a) On or before 
January 31 of each calendar year the treasurer of the Terri- 
tory shall compute and submit to the board of supervisors 
of each county the amounts which are payable to or retain- 
able by the Territory for that county for the calendar year 
to meet interest charges for serial bonds, and the principal 
for all serial bonds maturing the following calendar year, 
which bonds have been issued by the Territory for county 
purposes (except bonds issued prior to January 1, 1945 
for highway purposes). 

(b) The board of trustees of the employees’ retirement 
system of the Territory, on or before January 31 of each 
calendar year, shall submit to each county the amount 
estimated to be due from such county for the calendar year, 
pursuant to chapter 6, on account of the employees thereof 
who are members of the employees’ retirement system. 


(c) Any other information or estimates as to require- 
ments for the calendar year, necessary to be given by any 
territorial officer to any board of supervisors in order that 
such requirements may be included in determining the tax 
rate for the county, shall be submitted by such officer to the 
board not later than January 31 of such year.” 

(4) Section 129-6 is amended by deleting the first paragraph. 
(5) Section 129-7 is repealed. 
(6) Section 129-8 is amended to read as follows: 

“Sec. 129-8. Property taxes, disposition of proceeds. All 
property taxes shall be paid into the territorial treasury 
each month within ten days after collection. Out of such 
taxes paid into the territorial treasury from each county, 
the treasurer shall retain from time to time in special 
accounts, and shall apply for the specified purposes, suffici- 
ent amounts to pay: (1) annual service charges (interest on 
serial bonds and principal of serial bonds maturing the 
following year) for territorial bonds issued for the purposes 
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of that county, except highway bonds issued prior to Janu- 
ary 1, 1945; (2) the county’s annual contributions to the 
territorial employees’ retirement system; and (3) for any 
other purpose for which the territorial treasurer is required 
to retain county revenues. The treasurer shall pay the 
remaining balance to the treasurer of such county, as soon 
as possible after the property taxes have been paid into the 
territorial treasury, or after the disposition of any tax 
appeal, as the case may be. The county treasurer shall, un- 
less allotments for the purposes hereinafter stated are made 
from the county’s share of the general excise tax when 
received by the county, allot from such balance of property 
taxes, from time to time, sufficient for the annual service 
charges (interest on term and serial bonds, sinking fund for 
term bonds and principal of all serial bonds maturing the 
following year) for county bonds (except bonds issued prior 
to January 1, 1945, for highway purposes), and also for 
other amounts specified or required by law, and shall keep 
such allotments in special accounts for use for such pur- 
poses only. 

If at any time there shall be insufficient moneys for the 
purposes of any special account, moneys in the general 
account of the Territory or county, as the case may be, may 
be used for such purposes, in which case the general account 
may later be reimbursed by transfers from such special 
account. 

Except as hereinabove provided, the property taxes paid 
over to the county treasurer shall be a general fund revenue 
of the county, and shall be expended or allotted as author- 
ized by the board of supervisors.” 


(7) Section 129-9 is amended by deleting from the third para- 
graph the words “two and one-half per cent” and inserting in lieu 
thereof the following: 

“two and one-half per cent or more,” 


(b) Section 143-21, subsection (c) Revised Laws of Hawaii 1955, is 
hereby amended by deleting from the second sentence of said subsection 
(c) all that follows the comma after the word “county” in the twelfth 
line of the subsection, by deleting the last sentence of the subsection, and 
by inserting in lieu thereof the following: 

“and may include necessary amounts therefor in determining the 

real property tax rate for such county, and for this purpose the 

tax rate limit provided by section 129-2 may be exceeded by not 
more than $2 per $1,000 of assessed value of taxable real property 

in the county for the year. The amount which, pursuant to this 

subsection, is included in determining the real property tax rate 

for such county, shall be paid into the redevelopment fund of the 
county for expenditure by the agency for the purposes of this 
part.” 

SECTION 16. This Act shall not be construed as affecting in any 
manner, to the detriment of the Territory, any taxes, interest, fines, 
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penalties, forfeitures or other liabilities, or obligations, existing, due or 
incurred prior to the taking effect of this Act, nor as affecting the liability 
of any person to prosecution for any offense committed prior to the 
taking effect of this Act under any statutes hereby amended, repealed or 
superseded ; all such taxes, interest, fines, penalties, forfeitures, liabilities, 
obligations, misdemeanors and other offenses may be assessed, enforced, 
collected, prosecuted or punished, as the case may be, in the same manner, 
to the same extent and subject to the same conditions as if this Act had 
not been enacted. 


SECTION 17. Severability. If any provision of this Act, or the 
application thereof to any person or circumstances, is held invalid, the 
remainder of this Act, and the application of such provisions to other 
persons or circumstances shall not be affected thereby. However, as to 
the amendments made by section 3, subsection (e) paragraph (2), and 
section 3, subsection (f), it is the intention of the legislature that if for 
any reason it should be found that subsection (f) provides an invalid 
measure of tax upon a manufacturer who ships or transports his products 
out of the Territory, or sells the same for delivery outside of the Terri- 
tory, for the privilege of manufacturing products in the Territory, then 
in that event none of the cited amendments (section 3, subsection (e), 
paragraph (2), and section 3, subsection (f) ) shall take effect. 

SECTION 18. (a) The repeal of chapter 120 of the Revised Laws 
of Hawaii 1955 shall take effect in respect of dividends paid or received 
on or after January 1, 1958, and said chapter 120, notwithstanding its 
repeal by this Act, shall apply to all dividends paid or received prior to 
January 1, 1958, as more fully provided in section 16 of this Act. 


(b) The repeal of chapter 120 of the Revised Laws of Hawaii 1955 
shall take effect in respect of compensation paid for or attributable to 
personal services performed on or after January 1, 1958, or which is 
subject to withholding as provided in section 19 (f), and said chapter 
120, notwithstanding its repeal by this Act, shall apply to all compensa- 
tion, except when subject to withholding as provided in section 19 (f), 
paid for or attributable to personal services performed prior to January 
1, 1958, as more fully provided in section 16 of this Act. 

(c) All taxes withheld or paid under chapter 120 with respect to 
compensation or dividends shall, for the appropriate taxable year, be 
credited, to the extent of 75 per cent thereof, against income taxes in- 
curred under chapter 121 of the Revised Laws of Hawaii 1955, insofar 
as such compensation or dividends are returnable and returned under 
chapter 121 as gross income subject to tax; the amount of any excess 
credit shall not be refunded. 

(d) Refunds of taxes allowable under chapter 120 of the Revised 
Laws of Hawaii 1955, as it read prior to its repeal, may be made out of 
the income tax reserve fund as heretofore or hereafter constituted if the 
application for such refund is filed within five years after the amount to 
be refunded was paid to the Territory. 

SECTION 19. (a) The amendments of chapter 121 of the Revised 
Laws of Hawaii 1955, made by section 2, shall apply with respect to 
taxable years beginning on or after January 1, 1958, and with respect 
to such taxable years chapter 121 shall stand amended as amended by 
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this Act. In the case of any taxpayer making a return for a fiscal or 
other taxable year which includes part of the calendar year 1957 and part 
of the calendar year 1958, there shall be two returns made, the same as 
in a case of change in accounting period. The return made for the 
fractional part of the calendar year 1957 shall be governed by the pro- 
visions of chapter 121 as it read prior to the amendments made by this 
Act, to be known as the income tax law of 1932, and the return made for 
the fractional part of the calendar year 1958 shall be governed by the 
provisions of chapter 121 as amended by this Act, to be known as the 
income tax law of 1957. Provided, that any taxpayer subject to the pro- 
visions of the foregoing sentence may elect in lieu thereof to file one 
return for the fiscal or other taxable year which includes part of the 
calendar year 1957 and part of the calendar year 1958, which return shall 
be governed by the income tax law of 1957. 


(b) It is further provided that: 


(1) The amendment of chapter 121 to exempt building and loan 
associations from the tax imposed by that chapter shall apply to taxable 
years beginning or including January 1, 1957. 


(2) Whenever, pursuant to the amendments made by this Act, 
income is required to be returned in a taxable year other than that pre- 
scribed by the income tax law of 1932, and there is income which has not 
been taxed and which, by reason of such amendments, would escape 
taxation, such income notwithstanding such amendments shall be re- 
turned for taxation and taxed in the first taxable year to which the income 
tax law of 1957 applies. 


(3) Any taxpayer having a net loss computed under the income tax 
law of 1932 which could have been deducted in computing the income of 
the taxpayer for the succeeding taxable year had the succeeding taxable 
year been governed by the income tax law of 1932 may nevertheless 
enjoy the deduction even though the succeeding taxable year is governed 
by the income tax law of 1957. 

(c) For all taxable years beginning in the calendar year 1957 and 
theretofore, the tax levied under chapter 121 of the Revised Laws of 
Hawaii 1955 for the taxable year shall be returned and paid at the times 
provided by chapter 121 as it read prior to the amendments made by this 
Act, except as otherwise provided by subsections (d) and (e). 


(d) In the case of a corporation, the tax for the taxable year which 
begins in the calendar year 1957 shall be returned and paid as provided 
in subsection (c) except that in the event of payment in installments the 
first installment shall be one-third, the second installment one-third, the | 
third installment one-sixth, and the fourth installment one-sixth, of the 
tax for the taxable year. 

(e) As to any return made for, and including only, a fractional part 
of the calendar year 1958, such return shall be filed and the taxes paid 
thereon as provided in subsections (c) and (d), or on April 20, 1959, 
whichever is the later. 

(f) The provisions of chapter 121 of the Revised Laws of Hawaii 
1955, as amended by this Act, concerning the withholding of income 
taxes, and the provisions as to the return thereof and all other provisions 
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related thereto, shall become effective January 1, 1958, as to compensa- 
tion or wages paid for or attributable to services performed on or after 
that date, or services performed in a withholding period ending January 
1, 1958, or thereafter. 


SECTION 20. Sections 3, 4 and 5, amending chapters 117, 118, and 
119 of the Revised Laws of Hawaii 1955, shall take effect as follows: 


(a) All changes in rates of tax (whether due to amendments of the 
rates themselves or due to the amendment as to canneries), and the 
provisions of section 117-14.6, except subsection (c), also the amend- 
ments referring to section 117-14.6, shall take effect July 1, 1957 and shall 
apply to taxes accruing on and after said date; provided, however, that 
the rate of tax levied upon any person engaging or continuing within this 
Territory in the business of contracting, or who by reason of his business 
as a contractor is taxed under section 117-14.6, measured by gross income 
received on account of uncompleted contracts entered into prior to the 
date of approval of this Act, shall be two and one-half per cent. 


(b) The changes in the license fees, chapter 117, Revised Laws of 
Hawaii 1955, and the provisions of section 117-14.6 (c) as to the notation 
on the license there required, shall take effect commencing January 1, 


1958. 


(c) Section 3, subsection (f), shall take effect July 1, 1957 and shall 
apply to taxes accruing on and after said date. 


(d) Section 3, subsections (a) and (n), shall not, except upon the 
election of the taxpayer, apply to any work done under a building permit 
issued prior to May 1, 1957, or to any gross income derived from a sale 
or other disposition actually and finally agreed upon prior to May 1, 1957, 
but the burden shall be upon the person claiming the benefit of this sub- 
section to show his compliance therewith. 

(e) Section 3, subsection (z) shall take effect at the end of the calen- 
dar year 1957, it being the intention of this subsection and section 24 that 
chapter 127 shall apply to building and loan associations as of January 
1, 1958, measured by income of the year preceding January 1, 1958, or in 
case the fiscal year basis applies, of the year in which January 1, 1958, 
occurs. 

SECTION 21. Section 6, amending chapter 122 of the Revised Laws 
of Hawaii 1955, shall apply only in cases of the decedents dying after the 
date of approval of this Act, and chapter 122 of the Revised Laws of 
Hawaii 1955, as it stood prior to the amendments made by this Act, shall 
apply in cases of decedents dying on or prior to the date of approval of 
this Act. 

SECTION 22. Sections 7 and 8, amending chapters 124 and 125 of 
the Revised Laws of Hawaii 1955, shall take effect on July 1, 1957, and 
shall apply to taxes accruing on and after said date, except that the 
changes in the license fees under said chapters shall take effect com- 
mencing with the calendar year 1958. 


SECTION 23. Section 9, amending chapter 126 of the Revised 
Laws of Hawaii 1955, except subsections (a) and (b) thereof, shall take 
effect as of January 1, 1958 in respect of taxes measured by income of 
the calendar year 1957. 
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SECTION 24. (a) Section 10, amending chapter 127 of the Revised 
Laws of Hawaii 1955, shall apply as follows: The first franchise tax date 
governed by the amended chapter 127 shall be January 1, 1958. Chapter 
127 of the Revised Laws of Hawaii 1955 as it read prior to the amend- 
ments made by this Act shall apply to taxes due as of January 1, 1957 and 
theretofore. 


(b) All references to chapter 121 of the Revised Laws of Hawaii 1955, 
made in chapter 127 of the Revised Laws of Hawaii 1955 as amended by 
this Act, signify the provisions thereof as amended and applicable to the 
tax imposed by said chapter in respect of income derived or received on 
and after the franchise tax date prescribed by chapter 127; for example, 
for the computation of the franchise tax imposed by chapter 127 as of 
January 1, 1958, references to chapter 121 signify the provisions thereof 
as amended and applicable to income derived or received on or after 
January 1, 1958 in the case of a taxpayer whose taxable year under chap- 
ter 121 commences January 1, 1958. 


.. (e) Notwithstanding any provision of the Hawaii Rules of Civil Pro- 
cedure the tax commissioner of the Territory is hereby authorized to 
bring an action or actions for declaratory judgment to determine the 
application of the term "financial corporation" as defined by chapter 127 
of the Revised Laws of Hawaii 1955, as amended by this Act. Nothing 
contained in the amendments made by this Act shall be deemed an ex- 
pression by the legislature as to the meaning of the term "financial corpo- 
ration", it being the intention of the legislature that this term shall have 
the meaning given it by section 5219 of the Revised Statutes of the 
United States, as amended (12 U.S.C. 548), or other similar law. 


SECTION 25. Section 11, amending chapter 181 of the Revised 
Laws of Hawaii 1955, shall take effect in respect of all taxes measured 
by gross premiums or gross underwriting profit of the last six months of 
1957 and thereafter. The insurer, in respect of the calendar year 1957, 
shall make two statements, one covering the first six months of the 
calendar year and showing the tax on the gross premiums, or gross 
underwriting profit, as the case may be, during such period, determined 
in the manner and at the rates provided by chapter 181 as it read prior 
to the amendments made by this Act, and the other covering the last six 
months of the calendar year and showing the tax on the gross premiums 
or gross underwriting profit, as the case may be, during such period, 
determined in the manner and at the rates provided by chapter 181 as 
amended by this Act. Alternatively the insurer at its option may render 
one statement for the calendar year 1957 showing the tax base for the 
entire year determined in the manner provided by chapter 181 as amended 
by this Act, and may compute the tax by imputing to each half of the 
calendar year 1957 one-half of the tax base so determined. 

SECTION 26. Section 13, subsection (b), concerning the composi- 
tion of the board of review shall take effect as of January 1, 1958. 

SECTION 27. (a) The amendments of chapter 128, made by sec- 
tion 14 of this Act, shall apply commencing with the calendar year 1958. 

(b) The amendments of chapter 129 made by section 15 of this Act 
shall take effect as of January 1, 1957, provided, that for the year 1957: 
(1) the date for payment of the first installment of real property taxes 
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shall be the fiftieth day after the approval of this Act; and (2) the resolu- 
tion fixing the tax rate in each county shall be adopted within ten days 
after the approval of this Act; and (3) only three days’ notice of the 
public hearing relating to the determination of the rate need be given. 


SECTION 28. As to any fee, charge, or price fixed or limited by law 
but subject to the control of the legislature, if the tax imposed by chapter 
117 of the Revised Laws of Hawaii 1955 applies and the applicable tax 
rate is three and one-half per cent, the amount so fixed or limited is 
hereby increased by one per cent. 


SECTION 29. Any reference in any chapter of Title 16 of the Re- 
vised Laws of Hawaii 1955 to chapter 121, or any section, subsection or 
paragraph thereof, shall be and hereby is amended so as to refer to 
chapter 121, or the appropriate section, subsection or paragraph thereof, 
as amended by this Act, and in particular, all references to section 121-35 
are amended to refer to section 121-46. 


SECTION 30. Nothing in this Act shall be deemed to repeal or 
supersede Act 241, Session Laws of Hawaii 1957. 


SECTION 31. There is hereby appropriated from the general 
revenues of the Territory the sum of $415,000, to be expended by the tax 
commissioner for the administration of this Act. This appropriation is in 
addition to all other appropriations made to the tax commissioner. 


SECTION 32. Subject to the foregoing, this Act shall take effect 
upon its approval. 


(Vetoed by Governor June 7, 1957.) 
(Veto overridden June 7, 1957 by Legislature.) S.B. 2, Act 1. 


ACT 2 


An Act to Appropriate Money for the Expenses of the Legislature of the 
Territory of Hawaii. 


Be it Enacted by the Legislature of the Territory of Hawaii: 


SECTION 1. There is hereby appropriated from the general fund 
of the Territory of Hawaii the sum of $43,000 or so much thereof as may 
be necessary, for the purposes of defraying the expenses of the House of 
Representatives of the Twenty-Ninth Legislature of the Territory of Ha- 
waii, Special Session of 1957. 


SECTION 2. Any unencumbered balance of the appropriation pro- 
vided for in section 1 remaining at the close of the Special Session shall 
revert to the general fund of the Territory. 


SECTION 3. There is hereby appropriated from the general fund 
of the Territory of Hawaii the sum of $25,000 or so much thereof as may 
be necessary, for the purpose of defraying the expenses of the Senate of 
the Twenty-Ninth Legislature of the Territory of Hawaii, Special Session 
of 1957. 


SECTION 4. Any unencumbered balance of the appropriation pro- 
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vided for in section 3 remaining at the close of the Special Session shall 
revert to the general fund of the Territory. 


SECTION 5. The auditor of the Territory shall, prior to the con- 
vening of the Thirtieth Legislature, audit the accounts of the House of 
Representatives and the Senate of the Twenty-Ninth Legislature of the . 
Territory of Hawaii, Special Session of 1957. Immediately upon the 
completion of the audit a full report thereof shall be presented to the 
House of Representatives and the Senate of the Thirtieth Legislature of 
the Territory of Hawaii. 


SECTION 6. This Act shall take effect upon its approval. 
(Approved June 8, 1957.) H.B. 1, Act 2. 
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